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REPORT OF THE PUBLIC ACCOUNTS COBIMITTEE, 194». 


l^ART I.--GiyiL, POSTS AND TELEGRAPHS AND DEFENCE 

SERVICES. 


In tliu absence oui< of India on official business of the lion’bie Uie 
.Finance ^Mtmiber our delibernfions; have tins year been conducted under 
the chairmanship of (he F'inauec SecrcUuy on whom the powers of the 
Finance ^klember wiih respect to Rule 51 (.5) of the Legislative Rules were 
conferred by the Governor Genoml bj' notification in (he Gazette. Jn tbe 
place usually occupied by (he Finance Secretary (be .Joint Secretary in 
(be Finance Deparfinent was invited to attend our meetings. Similar 
ebaiHies were foi" the same reason made in (he constitution of tbe lililitary 
Account'^ Committee, the Finance Secretary providing and the Joint 
Secretary attending ns a member and this incidental change in tbe 
•const itution of that Commitfee has our approval. 

2, Fnnnicai? RchuHn of {he pear.— Tbe following fable compares the 
oriinnal and final grants; mid approprintion<; with the actual expenditure 
for tbe \enr; — 


(In IftkiK nf rvipfi',.) 
Onginfti FiiinlpTranl AffnnI 


Krp^Jul!l^r^> rltargef} to rownne tvotofi} 
FxpciKtituro rhorp-o to Otpstnl (votr-fj) 

or !»ppro. or opprii- 
priiUioii. piintion. 

25.8 1 27.10 

20 .7.07 

cxpi-ndi- 

(urn. 

20 4!> 
4,7!) 

i 

"Di'lmr't (n- /U le u!‘« mel fotviuir.*-- (vot<'4) . 


:j2.2r. 

8.2.8 

81,28 

3,01 

Tnto! 

•27. 18 

8r),.“4 

34.29 

“tixih ndiinro tn rev( nuf 

vbnrg.'d to Tajjilal {onn.rof,- f/J 

81,07 

7 ' 

oa.32 

„4 

1,00,95 

—11 

<if touni- rsaU nictvnnro' 

.8.1.71 

17 

0fi,2S 

!(■) 

1,00,84 

10 

Totnl {v.oii 

84.01 

00,4.1 

i.01,00 

Tot.al ospfnditury ^hsiryoil to r<-vi>»iio 

Tom! (•xp'''ij'J!t’in- rborto'd to Cajiiinl 

Total di''bii!"Hn>'ntH of loans niel jutvnti''**- 

l.in..71 

an 

1..72 

1.2.8..71 

.7.08 

:1,-14 

1.27,44 

4,08 

8.17 

.. TOT.M. 

1.12,80 ■ 

1,81.08 

1,35.20 

Then was thus a toud exce“-‘s of Rs. g.Ti lakhs or 2'oI per cent, over tlie- 
Tusru gr.nnt. 

The feltowisig labb' crnujatrcs the itercenlages of savings { — ) o” 
‘excesses (-pi iti the main sections of the budget for the last five .years: — 

iflSfi.rtT. innT-us. inns-no. 

Flxpcndttnro clusrgcrl to love. 

inio .... — tirt — ‘7.') — 1‘.‘!2 

Frpt'ndffcuro elmrgod to Cftpitftl —10*78 — ."It-ttO — ]l*r>n 

Diafnin^mentfi of loana nnd ad* 

vanecs . . , . -.-50 *82 — n*.'i2 — n-4fl 

<?orabmcd pf'rccningo . . —8*21 — l-8>t — 1*74 

10.80-40. 

4-0-fil 

—58-00 

—8-10 

4-6-22 

1940.41 . 

+ 3-18 
— G-no 

— 7..S5 
+ 2*. 'll 
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i{ tlie disturbance caused to the figures ot 1939-40 by the fortuitous- 
circumstance oh the revenue surplus turning out much bigger than n as- 
anticipated were to be ehminated — and this elimination would give for 
the percentage of expenditure charged to revenue — ‘2 and for the combined 
percentage — ’5 — it uill be seen that this year is the first in the last four 
in which there has been a true excess of expenditure over the final grant. 
The reason for this excess in the revenue section ot the accounts, which 
has also been reflected in the combined percentage, is that actual expendi- 
ture on New Main Head 3, the determination of which is dependent on 
accounts adjustments wJiich are carried out manj- months after the close 
of the financial year, could not be correctly estimated at the tirrie of the 
fixation of the final appropriation. On the civil side the main factor 
which contributed to the excess was an accounting decision taken after the 
close of the year wdth regard to the transactions connected with the 
repatriation of uhe sterling debt, which decisions is more fully discussed 
in our proceedings relating to Grant No. 11. The variation in the capital 
Section of the accounts was much less than in any of the previous four 
years while that relating to loans and advances, though more than last 
year, was well within the normal variation. 

3. In the following cases actual expenditure exceeded the grants voted 
by the Legislature : — 



Name of Grant. 




Excess re- 
<}uiring the 

Item 


Final Grant, 

Actual 

vote of the- 

No. 




expenditure. 

Legislature. 

(1) 

4.— Salt .... 


" 66.87,000 

57,04,432 

‘ ' 17,432 

(2) 

12. — Executive Council 

, * 

1,26,!.00 

1,28,413 

1.513 

(3) 

17. — Department of Education, 

Health 


and Lands . 


5.73,000 

6,74,308 

1,308 

(4) 

1.9. — Commerce Department 


5.43,000 

5.44.680 

1,680 

(«5) 

23. — India Office and Hijrh Commissioner’s 


Establisliment 

* 

18.79,000 

19,38,505 

59.505 

(6) 

32. — Geological Survey 


3,21,000 

■ 3.21,046 

040 

(7) 

38. — Education. 


6, 4 1, 000 

. 6,44,46.) 

455 

(8) 

40. — Public Health 


25.51,000 

25.67,242 

16,242 

/o\ 

(10) 

68. — Panth Pjploda . 

10.— Posts and Telegraphs — 

• 

12,000 

12,266 

266 


Working Expenses . 

• 

11.12,04,000 

11,19,8.5,6(50 

7,81.000 


The reasons lor h> se exec^Sea aie bilefly oxp!ai)ied below: — 

Item 1 . — Chiefly due to certain temporary staff being retained longer 
than was anticipated. 

Item 2 . — Due to tour expenses of the Executive Councillors being 
slightly underestimated. 

Item 3 — Mainly due to the receipt after the close of the year of 
debits on account of the cost of certain publications from 
the High Commis'iioner. ’ 

Item 4 . — T'.rainly due to increased oxnenditure in England on account 
of leave and deputation salaries, etc. 

Itcvi 5 — Mainly dne to debHs '-aised provisionally against the Pro- 
vincial Governments in 'March 1941 on the basis of tola] 
disbursements of leave pnv and pensions falling short of ex- 
pectations. 




^ are petfy.'. ' ' .' : - ^ ’: 

■ ; ; Item S.-^Bud^®^. pj-'oyision, was niade. for -recovery from ,.tlie . CocMn 
;-■ , ' '• ; |*6fi(i';l?unds^^^;^^ CocHm ^ respect of, a . 

-. .spheme.foiyt^^ establisli- 

.' " ' , 6'V^ The sclieme did ' not niaterialise but the 

^rV prdvislqn: for .expenditure on it was by niistake reappropria- 
. thus causing., an excess over the grant, 

dte in' is petty. 

..r-. Item', Id.'; — Mainly caused by smaller „ credit to Working Expenses 
' as thb result of a fall in the number of Savings Bank transac* 

; .-V/ diohs; increased expenditure, under Stamps, pqstcards, 

; stationery and printing due to rise in traffic and larger freight 
charges for conyejung' stores ,,due to,' heavier programme of 
works than, budgeted for, 

■ We recommend that the necessary excess grants be voted by .the- 

• Eegislative Assembly . ' ' 

4. Mfu-kte’s.b/ Prqcepdmps.— We append the nunutes of our proceedings 
which'we. desir'd/ as.! usuah be regarded as part of. our report. In the 
■' ioilowihg para we refer only to some of the more important 

/qtiestions ' Considered .in the course of our examination. 

. -.5.' , Accuracy.:, 0 / Budgeting and Gontrol over Expenditur'e . — Accurate 
^budgeting and rigid conti-qi during the year under review were rendered 
.. . 'difficult by '.the growing, nienacp of 'the war which, as in the last year, 
introduced ah ' eletneht- of considerable , -uncertainty in the budget calcula- 
tions, and' made it foresee what the final results of the, year 

;. would , be., ; -.Everi so the variations which the aggregate figures have disclosed 
;!/ihdic.at'e' Very little, if any, deterioration as compared with those to be 
: .found' under peace time conditions, and we appreciate the manner in which 
the ' .financial , organisation has in this respect adapted itself to changed 
conditions.^ There are however certain features in the accounts which 
■;,show. some measure of deterioratioh from the standards of previous years. 
r.There is, for example, the large increase, from 14 in . 1938-39 and 16 in 
1939-40 to 27,. of the number of cases in which excesses over non-voted 
appropriations have occuraed in the year under review/ though the' 
statistics in ’ this respect with regard to voted grants are satisfactory. 
There has also been '.a rise, compared wdth the last four years, in the per- 
centage which, the fin.al unsurrendered savings bear to. the total of all the 
. voted grants and a fall in tho percenta.ge of total voted amounts 
■surrendered to the total actual sayings in all the grants, both of revenue 
; rand, capital expenditure and of- loans and advances The only exception 
' is the, year, 1939-40, itself a war year, when the percentage of surrenders 
r, : in the revenue and capital section was , slightly lowrar than in 1940-41. 

a large increase ' in the number of supplementary grants 
' ■voted during the year as well as in their -total amount and the percentage 

original grants. This however was 
ohly:do ;!bo' expec in the conditions prevailing during the year when 

■ mo'ney.' had'-,'to;.be !fourid immediately to finance essential meas\ires for the 

. -defencb/.dii’eet and indire of this country against the rising tide of 
• aggression; Our Veview therefoi'e ' leads iis to the Oonclusion that both 
:,'budgetmg and 'Control have, in the conditions that prevailed, been on the, 
!' --Whole satisfactory/; : . . / , ' ■ ; ' 
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6. Unnecessary Supplementarij Grants . — ^Tliere were during the year; 
under review three cases of supplementary grants which proved ultimately 
to be unnecessary as against two in the previous year and none in the two. 
years previous to that. We have examined in detail in each of these three 
cases the reasons which led to the presentation of a supplementary 
demand and the reasons which ultimately made the supplementary^ grant 
unnecessary. " In Grant No. 30 — Survey of India and Grant No. 52 — Census,, 
the supplementary grant was_ necessary and was applied to the pui*poBe for 
which it was obtained. Countervailing savings however ultimately accrued,, 
in the first grant because of larger receipts from the- Defence Department 
than were anticipated — and it is admittedly difficult accurately to estimate- 
how much credit will accrue during the course of the year from these 
inter-departmental adjustments, especialh where war requirements are 
concerned — and in the second because of certain economies introduced in 
organisation nnd procedure the full effects of which could not be foreseen. 
In Grant No. 63 — Miscellaneous the supplementary grant was not utilised' 
at all, largely because of a post budget decision in regard to accounting 
and partly due to the non-arrival, owing te the war, of certain equipment; 
which it was expected would .arrive and would be paid for before the end' 
of the year. In none of these cases was there any failure to exercise 
adequate care before submitting the supplementary d'emand to the- 
Assembly. 


7. Works Expenditvre . — ^^Ihe percentage of savings- on the consolidated 
provision for major works included under all the grants and non-votedi 
appropriations was 19'2 during the year 1940-41- This percentage •which, 
had with great difficulty been brought down to the figure of 10T4 in 
1939-40 from 47‘78 in 1938-39 and 33*59 in 1937-38 again shows a tendency 
to rise. We were therefore inclined straightaway tc reiterate our oft- 
repeated recommendation for the imposition of drastic lump sum cuts in 
estimates of works expenditure. It was however contended before us 
by the Labour Department that lump sum cuts would not be a suitable 
remedy to apply in war time as there was a definite tendency for expansion 
in the matter of construction of works and the needs of the war often led 
to -large unforeseen expenditure ■with the likelihood of there being excesses 
instead of savings in future war years. It was suggested to us that the 
real cause for these persistent savings lay in premature provision .being 
made in the demands for grants other than that for Civil Works, iov 
works which had not reached a sufficient state of readiness for being 
executed; and that the remedy lay in the Dinance Departrneni assuring 
themselves by the application of a standard more strict than they now 
applied, that schemes for which budget provision was made had in fact 
reached a state of maturity sufficient to enable them to be executed in 
the following year to the extent of the provision made. We have asked 
lor an investigation to be made and a report to be rendered to us in^ due 
course as to^ivhether this is in fact a contributoi'y cause for these savings. 
In the meantime, however, and in order to determine the line of action 
to be adopted in the iireparation of the next Budget, we have examined 
separately the results of each of the main grants and appropriations which 
account for the most substantial portion of works expenditure. The table 
below gives the net savings (~) or excesses (-f) in expenditure on major 
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works* eKpressed as a percentage of the Budget provision in the last three- 
years : — 



1938-39. 

' 1939-40. 

1940-41. 

1. Civil Works 

. '. —42-20 

—21-78 

-1-86. 

2. Aviation f including capital outlay) 

. -23-29 

-17-11 

-35-82' 

3. Delhi Capital Outlay .... 

. -37-33 

—1-64 

-17-27 

4. Tribal Areas . ' . 

. -37-21 

-1-28-54 

-f- 36-64 

5. Baluchistan ..... 

. . — 86‘96 

—20-21 

-63-65- 

It is apparent from this statement that wliile the war has had an appre- 
ciable effect in reducing the savings in the grant “Civil Works” and in 


converting the savings in the appropriation “Tribal Areas" into -excesses, 
it has had no particular effect on the other grants and appropriations. We 
recommend therefore, for the next year, that while there should be no luini> 
sum cut under these two heads, all other provisions for works should, as 
before, remain subject to this cut.' 

&. Modification of Appropiiation Accounts . — We requested last year the 
Auditor General to investigate whether a reduction in the' percentage of 
15 prescribed as the limit below which no explanation of a modification in 
the Appropriation Accounts is given 'could with advantage be lowei'ed. 
We have had before us the results of this i)ivestigation and agree with the 
Auditor- General that, having regard to the fact that modifications involving 
questions of principle are already explained and that if the percentage is 
lowered the mass of detail which will have to be fui'uished in the Appro- 
priation Accounts as -a matter of routine will tend rather to blur than to 
improve the picture of budgeting and control as presented to us, no change 
in the existing percentage is necessary. 

We also asked the Finance Department to .examine the possibility of 
splitting up the sub-head '‘Contingencies” (now to be known as “Other 
Charges”) in grants where this sub-head accounts for an appreciable amount 
of expenditure. We are glad to see that it has been found possible to 
segregate in several gj'ants c'ertain well defined and separable types of 
expenditure such as “Purchase of Stores” fr-om the omnibus head “Other 
Charges”, and that in certain other cases footnotes will be given m the 
Appropriation Accounts to indicate to us in greater detail than at present 
the various types of expendittire covered by the term “Other Charges”. 

9. Amortisation of Railway Debt . — ^We recommended in our report on- 
the accounts for 1937-38 that the Finance Depaidment should 
examine whether in addition to the annual provision of Ps 3 crores for 
the reduction or avoidance of debt there should not be a separate, provision 
for amortisation of the Bail way Debt once the first quinquennium of < the 
Niemeyer Award was over. It has been pointed out to us that in present 
circumstances, when the Central Government is faced with heavy annual 
deficits, any further provision for the reduction or avoidance of debt would 
serve no useful purpose. We agree that so long as the war lasts the imple- 
menting of our recommendation is not practicable but we do not deshe 
that this important matter should be lost sight of and trust that it will be- 
pursued after the war. 



6 


10, ‘ Sugar Excise Fund. — The creation of this ^und was first announced 
'by Sir George Schuster in his budget speech for 1934-35 in the following 
words : — 

“We propose to set aside an amount equivalent to one anna per 
cwt. representing about Es, 7 laMxs as a Fund to be distributed 
among the Provinces where white sugar is i)roduced for the 
purpose of assisting the organisation and operation of Co-opera- 
tive Societies among the cane growers so as to help in 
securing fair prices, or for other purposes directed to the 
same end.’’. 

From the 1st of April 1939 the Fund has not been used for the very 
hmited purposes for which it was created. The first charge on this fund 
now is the requhements of the Imjierial Institute of Sugar Technology, 
Cawnpore, next comes the financing of sugar research conducted by the 
imperial Council of Agricultural Eesearch and the balance is available to 
Provincial Governments for financing then own schemes ancillary to those 
of the Imperial Council of Agricultm-al Eesearch and designed to test 
the results of those schemes in particular areas. It was explained to us 
that as early as 1935 the Government of India felt that it would not be 
fan to tie themselves indefinitely to the limited objective of the Fund as 
announced by Sir George Schuster and Provincial Governments were 
informed that the CeJitral Government considered that five years should be 
sufficient to complete the process of organisation which w'ould enable the 
cultivator afterwards effectively to protect liimself. They indicated that 
after that period this Fund might be more urgently required for agricultmal 
research and for technological assistance to the sugar industry and that 
they reserved freedom after 1938-39 to allocate this revenue as they thought 
fit. As this change was not to be made until four years after the decision 
to make it was taken the matter was not brought to the notice of the 
Legislative Assembly at the time. When eventually the decision was 
actually put into effect the attention of the Assembly was, by an oversight, 
not specifically di’awn to the change in the purposes of the Fund though 
it had definitely been Government’s intention to do so. We accept the 
assurance that it w’^as through an oversight that the Assembly were not 
informed of this change; but 'the fact remains that a Fund, the creation 
of which w^as sanctior-ed by the Assembly for a particular and w^ell defined 
purpose, has been applied for another, though not unconnected, purpose, 
by executive order and without refei’ence to the Assembly. We wish there- 
fore to bring this matter to the notice of the Legislature. 

11. Printing of Evidence. — ^In view of the very serious shortage of paper 
in the country we have decided to dispense with the printing and publica- 
tion of the- verbatim record of the evidence and discussions of this 
Committee for the duration of the war. Typed copies of the evidence 
mil however be kept in the library of the House for tire use of such 
members of the Legislature as may wish to consult them. 

VA. Bejiort of the Military Accounts Committee. — We append the 
report submitted by the Military Accounts Committee constituted to 
conduct a preliminary examination of the Defence Appropriation Accounts 
and connected documents. Wc desire to draw special attention, in view 
of the exti’eme importance of -the suggestions and recommendations made' 
by that Committee, which have our complete approval and support, to 
their Eeport and Proceedings which we desire to be treated as part of 
our Eeport. 
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PABT II.— RAILWAYS. 

•13. Financial Results of the year. — ^The following table compares the 
■original and the I'evised estimates with the actual expenditure of the 
year under report: — 


(In. lakhs of rupees. ) 


'Traffic receipts (less refunds) . 

Budget. 

1,03,00 

Revised. 

1,09^25 

Actuals. 

1,11,94 

■Miscellaneous receipts .... 

1,96 

1,99 

2,02 

Working expenses (including depreciation) 

66,64 

,66,71 

65,65 

Miscellaneous expenditure 

80 

72 

67 

Interest charges . . . . ' . 

28,82 

2(8,74 

28,68 

Surplus ( -|- ) or Deficit ( — ) 

+ 8,29 

+ 14,59 

+ 18,46 

Contribution to general revenues . ' 

5,31 

9,96 

12,16 

Out ,of the net surplus of 18,46 lakhs. 

6,30 lakhs were 

transferred to the 


Railway Reserve Ruud and 12,16 lakhs were paid to general revenues. 
The latter amount included 7,24 lakhs towards the arrears of contributions 
for the period from 1931-32 to 1938-39 covered by the moratorium and ' 
30 lakhs towards the unpaid contribution for 1939-40 while the remaining 
sum of 4,62 lakhs was the contribution for the year under the convention 
-of 1924. The balance of the arrears of contribution amounted to 28,17 
lakhs nt the end of 1940-41 and that of Joans taken from the depreciation 
fund to 30,29 lakhs. 

14. Excess over voted grants. — There were sL’ excesses over voted 
grants as compared v.dth two in the previous year: — 


Grant. 


Final 

Grant. 

Rs. 


Actual Ex- 
penditure. 
Rs. 


Excess. 


Rs. 


<(1) o. — Revenue Payments to Indian States 


and Companies . . ' . 

3,51,67,000 

3,63,90,155 

12,23,165 

(2) 6-B. — Revenue Working Expenses — Mainte- 




nance and Supply of Locomotive Power . 

18,64,25,000 

18,78,64,894 

14,39,894 

(3) 6-E. — ^Revenue Working Expenses — Ex- 




penses of Traffic Department 

10,12,10,000 

10,13.05,722 

95,722 

(4) 6-P. — ^Revenue .Working Expenses — ^Ex- 




penses of General Departments 

3,94,40,000 

3,94,48,031 

8,031 

(5) 8. — Revenue Interest Charges . 

2,63,000 

2,63,064 

64 

(6) 10. — Revenue Appropriation to Reserve 

4,02,93,000 

6,30,06,506 

1,67,18,506 


Brief explanations of these excesses (excluding items 4 and 5 tvLich 
.are nominal) are given below: — 

, Item T. — ^Due mainly to increase in net earnings of worked lines 
, owing largely to improvement in tra£6e 

Item 2. — ^Due chiefly to increased freight charges on coal owing to 
higher rates of surcharge and larger demands for coal. 

Item S. — ^Bue mainly to payment of dearness allowance and more 
handling and terminal charges. 

Item 6. — ^Due to larger net sui 7 >lus as a result of improvement in 
. savings. 

, We recommend that the necessary excess grants be voted by the 
-Assembly. 
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15. Accuracy of budgeting , and control over expenditure. — ^The- 
accounts of the year show a total saving of Bs. 1,23 lakhs or 1'2 per cent, 
under Bevenue expenditure (exclusive of withdrawals from the Depre- 
ciation Beserve and the Bailway Beserve Bunds and the repayments to- 
the former or the appropriation to the latter fund). Under Capital 
expenditure there was a saving of Bs. 1,74 lakhs or 16*48 per cent.' This 
position compares as follows with the results achieved in the four preceding 
years. 

Expenditure charged to Bevenue {excluding withdrawals from the Depre-- 
ciation Beserve and the Bailway Beserve Funds and the repayments 
to the former or the appropriation to the latter fund). 

(In lakhs of rupoos.)’ 

Final grant Savings { — ) Percentage 
Year. or appropria- or of column 3 

tion. Excess (+). to column 2.- 


1936- 37 

1937- 38 

1938- 39 

1939- 40 

1940- 41 


(2) 

(3) 

(4) 

98,41 

—1,35 

1*,37 

98,30 

4-63 

0*64 

99,64 

4-10 

0*10 

100,52 

—40 

0*40 

102,37 

—1,23 

1*20 


Expenditure charged to Capital and the Depreciation Beserve Fund. 


Year. 


1936- 37 

1937- 38 

1938- 39 

1939- 40 

1940- 41 


" (In lakhs of rupees.) ' 

Final grant Savings ( — ) Percentage 
or appropria- or of column 3 

tion. Excess (-f). to coluum 2. 


11,18 

10,70 

13,60 

11,30- 

11,24 


—2,07 

—24 

+2 

—29 

—1,74 


18*51 

2*25 

0*18 

2*57 

15*48 


Compared to the results of the 2 ii'evious three years the results of -1940-41. 
show a marked deterioration though they are better both in regard to 
expenditure charged to revenue and that charged to Capital and Deprecia- 
tion Beserve Bund than the results of 1936-37. Allowance must however 
be made for the uncertain conditions brought about by the war and, 
having regard to all the circumstances, we consider the results of the .year 
to be satisfactory. We are in particular pleased to see that in the year- 
under review there has been no unnecessary supplementary grant and 
that in this respect at least there has been an improvement over the last 
year and the year before. 

There are however certain aspects of budgeting which have been 
brought to our notice during our survey of the Appropriation Accounts . 
and which deserve mention. There is- firstly the large and growing number 
of “Defects in Budgeting" listed in Annexure B to the Chief Commis- 
sioner’s Eeview of the Appropriation Accounts. The items in this list 
this year number no less than 30 compared to 22 in 1939-40, 22 in 1938-39' 
and 12 in 1937-38. Most of these are due to “oversight" or “misappre- 
hension” or “omission". While we recognise that in so large an- 



9 


organisation as the Bailways mistakes may at times be unavoidable we- 
are perturbed at the increase in carelessness that these statistics would- 
appear to imply. We trust that the Bailway Board will take such steps - 
as may be necessary to check this tendency. 

Many items in this list illustrate also the second factor which has- 
interfered with ' budgetary accuracy, namely the 'lack of correlation in- 
matters of budgeting between one Railway and another and even between, 
braiiches of the same Railway. This lack of correlation may be ^ue to^* 
some defect in system ‘or possibly merely to an insufficient appreciation- 
of the importance of accurate budgeting and a consequent lack of care,. 
We have not had time to go deeply enough into the matter to be able to • 
- say definitely what the reason is ; hut whatever it may be this defect 
requires to be cured and we hope the Railway Board will make the- 
necessary investigation and be able to find an effective remedy, 

Thhdly, there is the factor which perhaps above all others has this- 
year upset budgetary calculations, namely, the rise in prices, of which' 
budgeting authorities seem to have taken insufficient notice. We appre- 
ciate that it is impossible, in present conditions, to gauge with any 
degree of accuracy what the price level at any given point of time is likely 
to, be, and we do not expect any budgeting authority to be exact in its 
estimates on this account. But we do expect the Railway Administrations, 
in framing their estimates, to take stock of price tendencies and to budget 
for prices as they might be at the time expenditure is expected to be 
incurred and not as they are at the time the budget is framed. Tliis does 
not appear in some cases to have been done and, in particular, we cannot 
pass over without comment the case of the Bast Indian Railway which, 
in a period of rapidly rising prices, appear to have made no additional 
provision on this, account at all. 

16. Financial working of the Bailways . — ^We note that in 1940-41 the 
Railways have, after no less a period than eleven years, been able to earn 
a surplus after paying full interest charges and the enthe amount of the 
contribution due to general revenues, and that the extent of this surplus 
was a record in the history of Indian Railways. We further observe that 
notwithstanding the contiUuance of the moratorium the Railways have 
agreed to ease the burden of the general taxpayer by repaying a part of 
the arrears that they owed to General Revenues. The balance of the 
surplus amounting to the substantial sum of Rs. 6’30 crores has been 
paid into the Railway Reserve Bund the finances of which have ever 
siuce 1931-32 been in a parlous condition. It is unnecessary for us to 
stress the importance of building up this Fund, but it should be borne 
in mind that the compulsory savings on the maintenance of structural 
works and rolhng stock that' are now being made owing largely to the 
non-availability of materials will result m heavier maintenance expendi- 
ture in future years and if, as is quite possible, this increased expendi- 
ture corresponds in point of time with reduction in receipts, the only 
. source from which it will be possible to finance this expenditure will be 
the Railway Reserve Fund. We trust, however, that Railway Administra- 
tions, both state and company-managed, wffil make every effort consistent 
with the conditions and demands created by the War, by ‘the employment 
of necessary additional staff and otherwise to maintain their assets at as 
high a level of efficiency as possible and so reduce the burden of mainten- 
ance arrears to be carried forward to the future. 
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17. Token Grants. — ^Although no provision was made in the budget for 
‘It the Bengal Dooars Bailway was purchased by Govemment during the 
' course of the year, funds* being obtained for the purchase by reappropria- 
tion from heads in which there were savings in Grant No. 12 — Open Line 
Works. The Legislature had -thus no op 2 Jortunity to express its assent 
to or dissent from, so important a proposal. Irrespective of whether or 
not the purchase of a Bailway is a new service, we ct-msider that, owing 
to the magnitude of the transactions involved, the Legislative 'Assembly 
should invariably be given an opportunity to express its views on any 
projiDsal to purchase a Bailway and consequently that, .if -rhe purchase 
-can be financed from savings as in the present ease, a token demand 
should be placed before the Assembly for the purpose. 

IS. Ftirnishing of explanations . — ^We observe that the G- I. P. Bail- 
way have refused to furnish detailed explanations of the variations, which 
have been heavy, under the head. "Suspense” in Grant No. 12, on the 
ground that it would serve nq useful purpose to analyse the inevitable 
outcome of war conditions. We also obseiwe that Audit have been faced 
with similar difficulties in the verification of explanations elsewhere. We 
appreciate that it must, on occasion, be irksome for Bailway Administra- 
tions to furnish explanations, for variations which to them appear inevi- 
table ; but an extension of the .argument used by - them would logically 
lead, to the complete disappeaiaance of the Appropriation Accounts, ,a 
position which, in spite of the war, we are not prepared to contemplate. 
We have therefore asked the Bailway Board to make it clear to all Bailway 
Administrations and in particular to the G. I. P. Bailway that they must 
continue to furnish all explanations demanded by Audit, 

19. Distiibution of piovision for wofks. — VVe notice that on the Bengal 
Nagpur Bailway the lump sum provision for works was distributed to the 
spending authorities in such a maimer that the total exceeded the sum 
provided. This procedure was not only irregular from the strict financial 
point of view but involves a constitutional issue of some importance. 
Bor this means, in effect, that the wishes of the Legislature, which has 
imposed a certain limit on exjienditure by voting a certain specified sum, 
are ignored and spending authorities' are empowered to spend beyond that 
limit. We have indicated that this procedure should be discontinued 
forthwith. The correct procedure is of course -to provide larger gross 
sum with a deduction for probable savings in the demand placed before 
the Legislature. ' 

20. Chola Power Hoa^e. — We discussed at some length the case of the 
G. I. P. Bailway Power House at Kalyan the facts of which, are recorded 
in our proceedings. .After a considerable exchange of views we came to 
the conclusion, by a large majority, that the construction 'of the Power 
House was justified In the circumstances that prevailed when its consi, ruc- 
tion was sanctioned; that subsequent events .have further proved the 
wisdom of the decision to build it; that the State has obtamed and is 
obtaining a very large return for the capital that has been invested in it 
and that the expenditure on the Power House cannot, by any means, be 
regarded as infruetuous. 

21. Financial Irregularities . — ^We examined with care the more 
important of the financial irregularities mentioned in the Audit Beport. 
Wo are satisfied on the whole that wherever a defect of system has been 
disclosed it has been remedied, and in on^ case where we were not satisfied 
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with the orders issued by the Baihvay Board we have recommended the - 
issue of more precise instruclions. We would like, iioweve)-, to record 
our impression that, although it has not been possible for us in the time 
at our disposal to go as fully into the facts of the cases as we would 
otherwise have liked to have 'done, the punishments inflicted in a' number - 
of eases seem to have been lenient in view of the grave nature of the 
charges proved against the ^officers concerned in the departmental 
enquiries. - ' 

22. We desire in conclusion to place on record our indebtedness to the 
Auditor -G-eueral for the very valuable assist ance be has given to us 
throughout our sittings." We should also like to express our appreciation, 
of the work of our Secretary, klr. B. K. Kehru. 

C. E. JONES. 

' j. EAMSAY SCOTT. 

B. D. DALAL. 

A. M. A. GHANI. 

FAZL-I-H UQ PlEACHA. 

I. ALI KHAN. 

MOHD. AZHAE ALL 
L. K. MAITEA. ' 

. ' " ■ EAZA ALI. 

ABLHL HAMID. 

B. K. NEHEU, 

Secretary. 

' 2Mh Avgust, 1942. 
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Report of the Military Accounts Committee, 1942. 


^ Wc are appointed in pursuance of the recommendations made in 
.paragraph 31 of the Report of the Pubhc Accounts Committee on the 
recounts of 1929-30 to make a preliminaiy examination of the Appropria- 
tion Accounts of the Defence Services and connected documents. Accord- 
. ing to our noimal constitution the Chairman of our Committee is the 
Hon’ble the Finance Blember and the Secretary to the Government of 
India in ihe Finance Department is a Member. This year however the 
Finance Member is out of India on official business and his powers with 
respect to Rule 51 (5) of the -Indian Legislative Rules have been confer- 
red by the Governor- General on the Finance Secretary under whose 
Chairmanship our deliberations Avere conducted. In the place usually 
occupied by the Finance Secretary, we invited the Joint Secretary in 
the Finance Department. Mr. A. C. Turner, 'to become a Member of the 
Committee. We have been assisted , in our work by the Auditor Gene- 
ral, the Secretary in the War Department, the Financial Adviser, Mili- 
taiy and Supply Finance, the Secretary in the Supply Department and 
the Military Accountant General. The results of our examination are as 
usual embodied in the proceedings of our meetings which we desire to 
be treated as a part of our report. The following paragraphs deal only with 
some of the more important points discussed therein. ’ 

2 As in the last year, the Audit Report covered the results of the 
test audit of all expenditure on the Defence Services initially brought to 
accounl in the Indian books, including expenditm'e finally debitable to 
H. M. G. , without attempting to distinguish between 'transactions wholly 
or partially affecting one Goveiaiitient or the other. There has been no 
change since last year in the principles governing the division of, charges 
between India and England on account of war measures though the 
nifthods' of appljdng those piinciples in pi-actice had of necessity to be 
adapted to meet the new developments that arose during 1940-41. We 
reviewed generally the worlring of the Financial Settlement, as briefly 
described in paragraph 5 of the Financial Adviser’s General Review of the 
Appropriation .Accounts, and were informed that not only the methods 
of allocation but also the detailed calculations carried out for the purpose 
of arriving at the actual figures debitable to either country, are fulh- 
checked by Audit. We are satisfied that these allocations have been 
carried out with fairness to both sides and in accordance with, the spirit 
of the Settlement. 

3. The Appropriation Accounts and the Audit Report for the year 
1040-41 jpresent, as was to be expected, many evidences of the disturb- 
ances eau.ced to India’s budgetary and general financial arrangements by 
the dramatic deAnlopments in the war situation that occurred during the 
corns? of that year. In the Appropriation Accounts them is, for example, 
the large excess of Rs. 20,09 lakhs in the actuals over the budget figures 
under the new Main Head 3; this excess is due to the decision that in 
framing the budget estimates for the year only those commitments that 
liad already been entered int^ or were in train at the time of preparing 
those estimates should be taken into consideration. This decision was 
^ matter of deliberate policy and had the approval of the Legislative 
A.ssemlfly. 
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The' instances of defective financial control and other irregularities 
nited in the Audit Eeport too are more serious both as regards nature and 
magnitude than would be tolerated under normal conditions. "We have 
felt constrained to comment with some severity on one or two of these 
•cases in the paragraphs that follow, but in general we are of ophiion that 
eonsidering the magnitude of the transactions brought to account and the 
dislocation and extreme pressure of work caused by the war the financial 
.administration was maintained at a high level during the year under 
review. ^ 

4. The Audit Report rightly devotes considerable attention to the Mili- 
.tary Engineer Services, which were responsible during the year under 
xeview for expenditime amounting to no less than Es^ 19| crores, repre- 
senting more than six times the normal peace expenditure of these Ser- 
vices. We feel that this is a field of expenditure in which ^there is 

k possibly a greater chance of waste and a wider scope for the exercise of 
economy than in any other field of Defence expenditure. At the same time 
we r(jalise the difficutlies with which the Engineers have to contend under 
war 'conditions and the necessity for some relaxation of peace time pro- 
eediup so as to ensure that a rigid msistence on financial safeguards does‘ 
not hamxier the war effort. In view of the great distances and varying 
conditions ii«. India considerable discretionary powers must be invested 
in the local authorities in war time and the problem of preserving a happy 
mean between gmng the spending authorities an entirely free hand and 
imposmg burdensome restrictions calculated to slow up work is perhaps 
one of the most difficult that the financial authorities have to solve. We 
would m this, connection make mention of our fear that the phenomenal 
•fall in the percentage of establishment charges to works expenditure fropi 
18-9C in 1939-40 to 6-76 in the year under review is indicative of a lower- 
ing of the standard of supervision over the execution of works, and we 
trust that the necessity for maintaining as efficient a degree of supervision 
ns war time conditions permit will be borne constantly in mind. 

5. With the enormous increase in their work, the Military Engineer 
Services have been faced with the problem of demand outrunning supply 
■SO that there is now in many areas neither enough material nor labour nor 
reliable contractors left to satisfy fully the war demands placed upon 
them. The problems that arise from this factor are of a serious natm’e 
for it follows that competition over a large field has practically disappeared 
■and its place has had to be taken by the non-competitive methods of 
single tenders and negotiated contracts. In these circumstances the ob- 
vious danger exists that contractors, freed from the restraints of the 
competitive tender system, may hold out for unjustifiably high rates. 
This is a danger that must needs be carefully guarded against. 

The urgency ■with which work is now required to be done led last year 
fo dhe evolution of a much simplified jirocedure for sanction to works. 
Even that procedure however we regret to note has, in some cases, not 
bhon followed. It has also been found necessary, owing to the expedition 
with which work has to be done, to sanction a very large delegation of 
powers to local authorities, and- Area and Army Commanders who were 
lormerly cnipowcred to ent'er into non-competitive contracts to the value 
of Its. 3 laldiis — a limit which was later increased to Rs. 10 lakhs — are 
now empowered to enter into such contracts in operational areas without 
limit of value- when this procedure is in their judgment warranted by over- 
riding military necessity. In delegating these powers the Government of 



India stipulated that in certain cases the prior approval of the Oontroller 
of Militaiy Accounts should be obtained, while in cases of extreme urgency 
wheie this could not be done, fortnightly lists of works sanctioned^ should 
be submitted to G- H' Q. The Committee were informed that these 
stipulations had in many cases not been complied with, and for such clear 
broachrs cf the instructions it is difficult to find any adequate excuse. 

(h We recognise fully that in time of war, particularly when that war 
has causea such sweeping changes in the economy of the country as the 
present war has caused, the orthodox conception of financial checks and 
safeguards and the application of rigid financial control are out of place, 
but we camiot help feeling that the delegations of power and relaxations 
of financial control generally have now been carried to the limit of safety 
and should go no further. We w'elcome the suggestion of Audit, which 
we are glad to see has been acted upon already in part by the War Depart- 
ment, that the departmental and financial authorities at General Head- 
quarters sliould airange for periodical reviews and local inspections of all 
important non-competitive contracts. We trust that this matter will be 
energetically pursued and would like to have a report in due course on the 
methods of control it has been found possible to evolve. 

We would further urge the importance of adhering to the j^rescribed 
procedure in all but really abnormal cases. As the procedure now pro- 
scribea is exceedingly simple and has been deliberately designed to meet 
the needs of the war situation there should be no difficulty, except in the 
most exceptional circumstances, in foPowing it. The plea of urgency so 
often put forward in support of failures to obseiwe the lules and procedure 
should, we suggest, be in every ease subjected to the most rigid scrutiny 
and it should be brought home to all executive officers that this, plea v/ill 
not be accepted unless it is capable of being proved beyond any posfi- 
bility of doubt. 

7, Tt was also suggested td us that there v^ere cases of wastage owing 
to the abandonment of works before completion due to a too frequent 
change in the plans of the iMilitarj’ authorities. Though we are aware 
that in a fas! changing strategic situation chtinges of plans have of nece.~- 
sity to be equally rapid, and though we have insufficient evidence before 
Uh in support of the charge that plans for works are too lightly conceived 
and embarked upon and too lightly abandoned, we would, if for no other 
reason than to dispel this impression, like the matter to be fully investi- 
gated and in particular to know what safeguards are prescribed to prevent 
the ton lighthearted abandonment of Avorks once started. 

8. SioTc Accounting , — Among the instances of dislocation caused by 
the war we have come across one, listed among the lists of financial irregu- 
larities, -uhich has struck us Very forcibly. We refer to the case of chs 
failure to account for stores on certain nnA'al sh’ps which is discussed more 
fully in our proceedings. Thoxigh the war will now shortly be reaching 
its tliird anniversary there seems to have been little improvement in the- 
accounting for these stores, and the fact that matters ha\*e not been 
remedied even after so long a period leads us to the conclusion that there 
must be a fundamental administrative defect in the organisation which is 
responsible for this state of affairs. W^e have indicated in onr proceedings 
that we would lika this matter to be thoroughly investigated and a report' 
-made to us in due course. 
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9. We were informed that difficulties had been experienced in the 
maatter.of accounting for stores received from the Dominions and the 
fColonios in the earlier period of the war, but that this has since been over- 
come and there is no fear that the trouble will recur. A somewhat simi- 
lar trouble, though due to an entirely dissimilar cause, is being experienced 
in accounting for stores despatched overseas from India. In spite of 
'Commendable efforts on the part of the Indian accounting authorities 
io ensure that such stores are duly acknowledged and brought to 
-account by the overseas authorities, it has been found quite 
impossible to dale either to ob.taiu consignees' receij)ts or to trace stores 
shipped li-om India into store ledgers maintaiued at overseas bases. The 
chief cause of this failure is apparently the disldcation in transport and 
in i^ort organisation, vhieh it is not possible for an accounting procedure 
do cure. India is not alone in experiencing this difficulty lor we observe 
from the Comptroller and Aiiditor Generabs Deport on the 'Army Appro- 
priation Accounts, 3940, that a similar difficulty has been experienced in 
"the jMiddle East by the United lUngdom authorities and that no remedy 
has apparently so far been found for it. We have considered in this 
cojurection cerlain proposals of the Auditor General as explained in the 
j\Iemo]’anduni appended to this Deport (Appendix XIV) designed to solve 
this problem and though we are not too hopeful of the results we recommend 
'that the system proposed by him should be given a fair trial. 

to. Supphj Department — Acqiddtion of stores. — We examined the 
representatives of the Supply Department on the methods pursued in the 
atiqnisition bf stores and the methods adopted for the increase or the pro- 
ductive capacity of India by the grant of assistance to indu^tiy and the 
setting up of factoi'ie'? on behalf of Government. We have no comments 
tj offer on ''tills a<=;pect of the work of this Department of an importance 
sufficient to warrant their inclusion in our report, though we have made 
.some suggestions in the body of our proceedings. We wore greatly inter- 
ested io obseiwe that, the Cost Accounting organisation of the Depart- 
ment of Supply, the importance of which we recognised last year, has 
proved its great utility in the short period of its existence and that its 
activities have alreadv resulted in dhe sas'ing to Government of large sums 
-of money. 

11. We sverc also interested to observe how the importanl problem of 
“dual allegiance” or of ensuring that the private business interests of 
these officers do not conflict with the interests of the State, which has 
been created by the large influx of officers from business houses into the 
Supply Department, has been dealt with. The principles followed are, 
wo understand, somewhat shnilar to those adopted in the United Kingdom 
where a similar problem has arisen for similar reasons. In brief, the 
principles arc that “Honorary Advisers” who take no decisions and per- 
foim no executive functions are at liberty to retain their business connec- 
tions; pai3-time officers may retain their business connections provided 
they declare what their business interests are: hut wholetime officers 
mu'^t sevei all their active business connections or, if they desire to retain 
any deeping interests, must declare them and obtain the approval of the 
Dcnnvimenl for retaining them. The orders also enact that no executive 
officer should himself decide any case involving the interests of a firm with 
which he is personallv connected, and recommending the decision in 
•any such case he should declare the nature and extent of such interests. 
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W'3 aro satisfied that the orders issued are at present sufficient to ensure 
that private interests are not allowed to influence public policy for private 
gain. ; 

12, We desire to place on record our indebtedness to the Auditor Gene- 
ral for the valuable assistance given to us in our examination of the- 
accounts. 

0. E. JONES. 

L. K, MAITBA. 

A. M. A. GHANI. 

1. ALT KHAN. 

A. C. TUENEB. 

\ 

B. Iv. NEHEU, 

SecTetaTij. 

19th Angnst, 1942. 
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Proceedings of the first meeting of the Public Accounts Committee held 
on Thursday the 6th August 1943, at 10 a.m. 

Present : 

H'lr. C. E. Jones, C.S.L, C.I.E., Finance^ Seereiary— 

Chairman^ 

IMaulvi lIuuAMJiAD Abdul QnANi. 1 

Mr. FIohamed Azuar Ali. ‘ 1 

Mr. J. Pamsay Scott. 

Sir SvED Eaza Ali, G.B.-E. 

Pandit Lakshmi Kanta Maitra. 

KuuAvar Haji Ismaiel Alikkan, O.B.E. 

Sir E.atanji Dalal, C.I.E.. 

Ivhau Bahadur Shaikh F.azt.-t-Haq, Piracha. 

.Mr. J. B. Tyson, C.B.E., I.C.S., Seeretaiy, 

Department of Education, Health and j 
Lands 1 

Mr. Gr. S. Bozjlvn, C.I.E., I.C.S., Secretary 
Depaidment of .Indians Overseas. 

iMr. B. Sakai, I.O.S., Secretary, Imperial 
Council of Agricultural Pesearch. 

Sir Cajieron Badenock, C.S.L, C.I.E., T.C.S., Auditor General of 
India. 

Mr. S. C. Gupta, Accountant General, Central Pevenues 

, Mr, A. C- Turner, G.T.E., M.B.E., I.C.S., Joint Secretary, finance 
Department. 

At the commencement of the proceedings ilie Cliairman explained that 
he was presiding in the absence of the Hon’ble tiie Finance .\Iember who 
was absent from India on official business. Tlie Governor-General acting 
in his discretion had been pleased to confer on liim the powers of the 
Finance Member ^wlth respect to Pule 51(b) of the Indian Legislative Pules 
as the result of which he became ex-officio Chairman of the Committee. 
In the place usually occupied by the Finance Secretary he had invited the 
Joint Secretary in tlie Finance Department, Air. A. C, Turner, to atlend' 
the meetings of the Committee. The same changes had been made in 
the constitution of the Military Accounts Committee in anticipation of the 
approval of the Public Accounts Committee, which the latter readily 
accorded. * 

2. The Chairman then submitted for the consideration of the Comwitlee 
a proposal that the printing and circulation of the verbatim report of the 
evidence given before the Committee and of its discussions should be dis- 
continued. It was explained that the reason for this proposal was that 
there already wag a fairly full record of the proceedings of the Committee 
prepared by the Secretary and that the verbatim report was, in view of 
these minutes, of very doubtful utility. The immediate' occasion, how^ever, 
for making this proposal was the extreme shortage of paper from which 
the country w'as novr suffering — a matter which had engaged the seriousr 
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aitentiou of tlic Wav Ifesoui-ces Committoo who had given directions for 
very drastic economy in the use of iniper and had, among other ihings, le- 
commcnded that all avoidable printing and circulation of papers ’ should 
be dispensed with. If the Committee -decided to discontinue the piintiug 
of Volume 11, Evidence, there would be a saving of no le<s than 75,OCiO 
pages. The Committee desired time to consider the mailer and this item 
was postponed for discu.ssion til] the next day when the Committee vould 
meet ten minutes earlier to dispose of it. 

Department of Ednealion, HcaliJi, <tnd Lanch. 

3. The Committee then jn’oceedcd to exainine the grants for which the 
Education, Health and Lands Department was res])onsible. 

Grant No. 17' — Dcpartmoit of Ed w'aiion, ^Health and Jjnnd^, — The 
Committee agreed to recommend to Ihe Assembly that the petty excess of 
Its. 1,308 in this .grant 'should be regularised. 

4. Grant No. 30 — Surveii of India. — ^^Vith relerence to the modification 
of the original apt^roiulatjon under A. 2 — Allowances, Honoraria, etc. 
(voted) in this grant, it was explained that some years ago the iGovernmoni 
of India decided to discontinue the gi’ant oi •certain compens.-itory allow- » 
ances to' its servants hitherto dixnvn by them when posted to certain 
expensive stations. The Secretary of State '.s Services however challenged 
the right of the Government of India to do .so and the Secretary of State 
ruled that in so far as his Ser\ices were (roncerned the Government of 
India had acted idtra vhes of the Government of India .\el and tliat there- 
fore the allowances \\ith respect to his onicers .should be rc.sfored to tliem 
with retrosi^ective effect. He however ■-aid that he vould be prepared to 
consider any proposals that the Government oj India might bo prepared 
to offer after a full examination of the diffcrei\ee in the cost of livine 
oetween areas where these compensatory allowances had hitherto been 
granted and other areas. Such an. examination was carried out by an 
officer specially do])uted for the purj^osc and as a residt of this the Secre- 
tary of State agreed to a reduction in the anfuunt of the allowances, though 
it was found that the complete abolition thereof would noi be justified, 
he (lowing on tins finding the Government of India restored, on grounds 
of equity, to the officers under their ndc-maldng ''•nnlrol the compensatory 
allowances which bad been withdrawn but at a •similarly reduced rate.' 

5. A supplementary demand for Its. .77,000 b.ad been moved muler 
this grant but it bad proved ultimately lo be unnecessary, as there was 
a saving in the final aecounls of Es. 3,5-), 373. The explanation was that 
the net savings bad occurred as a result noi of a veduelion in expenditure bxit 
■of larger recoveries than anticipated from 1lie Defence Department on 
account of unexpectedly heavy demands by the Army for maps e.nd 
anstruments. The Commit! eo accepted this explanation .as adequate. 

6. With reference lo paragraph 1 of Audit comments ou tlie store 
recount of the hfap •llecord and Issue Office, the question was raised vdyv 
the stock of maps held at the City Drancb Agency, Calcutta, bad been 
excluded from the closing b.alance as -shown in the statement of maps in 
•spite of the recommendation of the Public Accounts Gommitlee, .which 
♦examined the accounts of 193.7-38 that the balance should include the sto-ek 
•of all agencies. It was explained that the Surveyoi^ General had brought- 
to- notice certain ’difficulties in the way of carrying, nut the Committee's 



recommendation and tliat in anj- ease this pariicuiar agency had been 
abolished for the period of the war. The Committee agreed that no further 
action in this respect was necessary. , 

' , J 

7. "With regard to the last sub-paragraph of Audit comments on the 
store accounts of the Photo Litho Office, Survey of India, At was admitted 
that the arrangements for stock-taking were Jiot at the pi'eaena moment 
satisfactory but it was explained that owing to the extremely heavy rush 
of work in these' offices caused by work due to the war*, it had not been 
possible to verify stocks in tbe nonnal manner. The Committee agreed 
that in the circumstances it was not necessary to ix'vcrt lo the normal 
jjrocedure till the end of .the war but suggested tliat surprise test-checks ' 
by a gazetted officer should be carxaed out as often as possible. 

8. Grant No. 33 — Botanical Snrpcij. — With reference to item 0 in the 
statement of outstanding recommendations in which the Committee had 
recommended that the possilxility should be examined of test checking 
stocks of cinchona bark lor quality as well as quantity as a safeguard against 
substitution over a number of years, the Committee took into consideration 
ix Memorandum (Apjxcndix UP) submitted by tlie Education, Health and 
Lands Department and agreed that in tlie emeximstances stated therein 
it vi'nuld be sufficient to obtain a certificate from the authority responsible 
for storage 'that no substitution Iiad taken place supported by a record 
of the visual examination of the bark from a number of bags chosen at 
random. 

\ 

In connection with this and arising out of the certificates rccouled bv 
the Principal Quinine Officer with regard to the stock of quinine sulphate 
and other quinine products on page 133 of the Appropnation Accounts, the 
Committee considered that in addition to a check of quantity a lost (dieck 
of quality by the analysis Of random samples should be undertaken for all 
quinine products and the fact of this haifing been done should be lecorded 
in the certificate. 

' 9. Grant No. 3o — Arclucdogy. — ^The Committee noted in nassing that 

judging from the very small percentage of saving in this grant control 
appeared to have been very good. 

10. Grant No. 37 — Other Scientific Departments. — With refereiice to 
item 5 in the statement of outstanding recommendations, it was reported 
to the Committee that the ease which has been pending in the C.dcutta 
High Court has been decided in duly and that the Calcutta Corporation 
had theii' been again addressed in the matter of the exemption of the 
iduseum buildings from municipal tax. The Committee desired to be 

kept informed of developments in the case. 

1 \ 

11. Grant No. 3S — Education- — The Committee agreed to recommend 
that the small excess of Es. 455 in this grant should be regularise.l by a 
vote of the Assembly. 

12. Grant No. 40 — Public Health. — ^The Committee noted that there 
was an excess of Rs. 1Q),242 in this grant owing to a failure of financial 
control apparently due to a misunderstanding of the position. The faeis 
were that provision was made for expenditure on Port Health establish- 
ments in Cochin under sub-heads D. 1 (1) to D. 1 (4) and provision was 
made for recovery of part of this expenditure from the Cochin l^ort Eund 
and the Cochin Government under sub-head D. 1 (6). The arrangement 
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I’egardirig Coeliiu Porfc did not iiiaterialise during the year and savings ' 
anticipated because of this, instead of being rofippropriatcd against the 
deduct enti'y in D. 1 (6), were reappropriated to other sub-heads. The 
Committee however agreed to recommend that the excess should be regu- 
larised by a vote of the Assembly. 

33. The Committee noted that the Central Kesearch Institxite, Kasauli, 
made a net profit during the year under review of Its. 3,72,072 agaiiisi 
Its. 37,033 in the preceding year, the increase in profit being due (o 
increased sales of vaccines prepared in the 3nstii\ile. Some members of' 
the Committee expressed the hope that it was not the policy of Covermmmt 
to make a profit out of this institution but to sell its products at a value . 
which over a period of years would just cover the cost. It was realised 
that variations in profit or loss could not be eliminated .as sales jnu«i 
inevitably fluctuate from year to year with the incidence of disease. 

14. With resi)ect to the store accounts of this Institute, the Committee 
desired to be informed what system of qualitative ebeck bad been pi escribed 
in order to make certain that the .sera and vaccine manufactured did not 
deteriorate while m stock and before issue. 

lu. Gmni Xa. 4] — AyrionUurc . — ^The Committee reviewed the accounts 
•of the Sugar Exci.se Eund. It was explained that the Fund was formed 
and maintained out of the proceeds of the .sugar excise, of which ah araonur 
equivalent to one anna per cwl. ot sugar was originally set aside for tlie 
purpose of assisting tlie cultivators of sugarcane in securing lair prices 
for their cane. With effect from the 1st April 3030 it had been decided 
that the first charge on this Eund would be the requirements of the Imperial 
Institute of Sugar Technology, Cawnpore,- that next it would financv; 
schemes of sugar research conducted by Ihe Imperial Council of Agricul- 
tural Eesearch, and that the balance would be available to Provincial 
Governments for financing their own schemes ancillary to the Imjicrial 
Council of Agricultural Piesearch schemes designed to test the results of 
those .schemes in particular areas. Some members considered that the 
original object of the Eund had been lost .sight of and that it no longer 
fulfilled the purpose of assisting the cultivators of sugarcane in securing 
fair prices for their cane. It was explained that Govornmout had never 
given any guarantee that the Eund would always be limited to the parti- 
cular purpose of giving direct assistance to sugarcane cultivators and that 
the manner in which the funds were now spent served, although indirectly, 
to increase the return to the cultivator by improving the quality of his 
crops and increasing their outturn and by .stimulating, the demand for 
sugarcane. It was also pointed out that funds having been granted by 
the Assembly during the year under review for the particular purpose to' 
which they had in fact been applied it was not now open to the Public 
Accounts Committee to raise any objection on the ground that they should 
not have been gi-anted for that particular purpose. The Committee how- 
ever desired that an investigation should he made to determine what 
exactly v'^ere the purposes for which the Legislative Assembly had .autho- 
rised the setting aside of a part of the Sugar Excise Duty and whether 
it had explicitly or ingilicitly modified the original jiurpose of its arrange- 
ment. The Joint Secretary, Einance Department, was requested to look 
into this matter and submit a report to the Committee before the end of 
its present session. 


16. Grant No. iS — Scheme for the Improvement of Agricultural Marhet- 
dng in India, — ^With reference to sub-head F it was explained that the pre- 
sent arrangement was that the grant of Es. 2 lakhs made to Provinces to 
help them to hnanee their portion of the Marketing scheme would be 
gradually eliminated over the next five years, after which period it was 
hoped that the Provinces would themselves bear all the necessary expen- 
diture. 

17. Grant No. 69. — The Committee looked into the commercial accounts 
of the Forest Department- in the Andamans and noted that the turnover 
dm'ing the year under review exceeded that in the previous year by 50 per 
cent, while the profits had increased by considerably more than 100 per 
cent. 

Indians Overseas Department. 

f 

18. Grant No. 63. — ^With reference to sub-head E. 3 it was explained 
that the expenditure in connection with destitute Indian pilgrims repat- 
riated from the Hedjaz was in theory recoverable from them but that hi 
practice it had been found to be impossible to effect any such recoveries. 
The excess in this sub-head was due to a large number of pilgrim.s having 
had to be repatriated by the overland route to Bahrein owing to shortage 
of shipping accommodation. 

The Committee then adjourned till 9-50 .4 .m. on Friday, the 7tb August 
1942. 
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Proceedings of the second meeting of the Public Acoounta- Committee held' 
, on Friday the 7th August 1942, at 10 a. m, . 

( 


Mr. C. E. Jones, C.S.I., C.T.E., T.C.S., Finance Secretary — 

' Chainnan. 

Maiilvi I\Iuiia:«mad Abdul Giiaxi. 

Hr. Hoiiamed Aziiak Ali. j 

Hr. J. Eamsay Scott. _ | 

Sir Syed Eaza Alt, G.B.E. ' I 

Pandit L.vksu.mi Ivanta H.vitba. ) 

Kumvar Haji Ismaiel Alikhan, O.B.E, | 

Sir E.atanji Dalal, C.I.E. \ 

Khan Bahadur Shailrh Fazl-i-B a,q Piracua. 

Khan Baliadur Sir Abdul H.amid, C.T.E., 

O.B.E. 

A. C. Turner, C.KE.. H.B.E., I.G.S., 

Joint Seeretarv, Finance Department. V 

Mr. H. A. G. Gill, I.G.S., Deputy Secretary, J- " 

Finance Department. j 

Sir 'Cameron Badenoch, C.S.I.. C.T.E., I.G.S. , Auditor General ol 
India. 

Mr. S. C. Gupta, Accountant General, Central Jievenuep. 


19. The Committee resumed discussion on the proi)osal that the printing 
and publication of -the verb'atim record of the evidence of it-^ meetings- 
should be discontinued. It mlcs agreed that owing lo the serious shortage 
of paper there was no need to print the evidence and circulate it to members 
of the Legislature but it was decided that a shorthand lecord of the. evidence 
should be kept which should be corrected by the witue.sses in the usual 
way. Copies should be placed in the library of flic House and supplied 
to such members of the Public Accounts Committee as desired to have 
them. 

20. The Committee then proceeded to di.scuss the statement of out- 
standing recommendations in so far as ihe^ related to the Finance I )epart- 
ment and the Auditor General. 

Item ?. — With reference to the reconimendatior that the Finance 
Department should examine Avhether, in addition to the annual ])rovision 
of Es. 3 crores for reduction or avoidance of debt, there .should not be a 
separate provision for the amortisation of Eailway debt, the Finance Depart- 
ment presented a Memorandum (Appendix IV) which explained that' 
circumstances had changed since the recommendation was made and that 
in view of the heavy revenue deficits -with which the Central Government 
was now faced owing to the war there was no advantage in making any 



increased provisip^i ior the reduction or avoidance of debt. The Com- - 
mittee agreed that at the moment the fulfilment of its recommendation 
was out of the question but desired that this recommendation should not 
be lost sight of and should be pursued after the war. 

Item' 11 . — djhe Committee had recommended that the possibility should 
be examined of splitting up the sub-head “Contingencies” in cases where 
the amounts apjoearing under ihis sub-head were large so as to give a 
clearer idea of the nature of items ou which the money had been spent. 
The position was examined in a Memorandum (Appendix V) which stated 
that with effect from 1943-44 a certain number of items in certain demands 
would be segregated from the sub-head “Other Charges’’ (which Lad 
replaced the old sub-head “Contingencies”) and the expenditure under 
those sub-heads would* be shown separately. With particular reference 
to the appropriation “Tribal Areas” it was stated that virile considerations ' 
of control did not justify the opening of distinct sub-heads for hems like 
clothing, maintenance' of personnel and transport, footnotes would be 
given in the Appropriation Accounts to indicate the extent of expenditure 
on these items for the information of the Public Accounts Committee. 
The Committee were satisfied with the changes proposed to be made in 
the lilemorandum. ■ 


Item Id . — ^A klemorandum (Appendix VI) on the question of tvhether 
the percentage limit below which no explanations of variations tvere 
required in the Appropriation Accounts should be reduced was presented 
to the Committee by the Auditor General. The Committee agreed with 
the conclusion in the IMemorandum that any lowering of the iiercentage 
limit would involve so great a mass of detail "being furnished in the 
Appropriation Accounts as a matter of routine that it would tend rather 
ro blur than to improve the picture of budgetting and control as presented 
to them and they therefore agreed that no change in the present procedure 
was necessary. 


21. The Committee then vmit through the Audit lleport. 

With reference to paragraph 5 it was explained that a token clejnand 
v’as presented for a vote of the Assembly whenever it was desired to 
introduce during the year a new service, the funds for which could be 
found by reappropriation vuthin the sanctioned grant. Audit was always 
careful to see that no expenditure was incurred on a new service without 
a specific vote of the Assembly. 

22. The Committee noted in passing that the percentage of the total 
voted amounts surrendered by the controlling officers to the actual savings 
in all the voted grants for Revenue and Capital Expenditure was this year 
49‘18 which, though it was slightly more than the percentage for last 
year, compared unfavourably with that for 1938-39 vffien the percentage 
was^ 79' 64. They also noted that the percentage which the final un- 
surrendered savings bore to the grants had increased from 1'87 in 1938-39 
to 3'41 for Revenue and Capital Exj^enditure, and from 2-49 to 8-06 for 
Loans and Advances in the year 'under reviev’^ and that this latter increase 
yas due chiefly to savings not having been surrendered under the sub- 
heads “Civil AdA'ances” and “Bronze Coinage Account” in Grant Eo. 76 
for which the Einanee Department itself was responsible. They however 
accepted the explanations offered for the non-surrender of savings and 
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' tibserved that this was due to conditions brought about b.y; the war. They 
also observed that the number o£ cases in which there had been .excesses 
- over voted grants had remained the same as compared with last year 
though the figure was much larger than in the j^ear before. The number 
. as well as the amount involved in the case of non-voled appropriations 
had however shown a considerable increase over the figures lor the. last 
two years; but the large excess of Es. 1,21,98,000 was due chiefly to certain 
accounts adjustments in connection with the transactions pertaining to the 
repatriation of sterling debt made after the' end of the yeai- and could not 
justifiably be taken to indicate defective control. The Commitlee' re- 
marked that the total of supplementary grants (Es. 3,28,78,000) as well 
as the percentage of supplementary grants to the original grant 
(Es. 16,22,79,900) had increased considerably compared to the previous 
year, the percentage having gone up from 13-87 to 20-2-‘5. They however 
agreed that the imperative need to find funds at short notice to finance 
measures which tlie growing menace of the var had compelled Govern- 
ment to undertake had left no option but to raise money through supple- 
mentary grants and the large increase in them did not, in the circumstances, 
indicate any defect in the preparation of the original estimates. 

23. The Committee noticed that the nun)bcr' of unnece.ssars sui)ple- 
meutary grants had gone up to 3 from 2 in the i>revious year and nil in 

‘ the two year.s previous to that and it was suggested that this might be 

■ due to some defect in the system. The Auditor General explained that 
he was satisfied that the directions already issued by Finance Department 
with regard to the steps to Ije taken before a supplementary demand was 
made and to which a reference was made in the J^ublic Accounts Oominittoe 
last year were suflScient to ensure that all possible care was t-aken to exclude 
unnecessary supplementary demands but tluil it was impossible to prevent 
an occasional error being made. The Commilice agreed that no further 
directions in the matter were necessary. 

24. The Committee then ])roceeded to review the Appropriation 
Accounts of the gi-auts for which the h'inaiice Department was responsible. 

Grant No. 7 — Stamps . — The Committee reviewed briefly the commer- 
cial accounts of the Security Printing Px-ess, Xasik and noted that there 
had been a further increase in transactions but tlrat the profits had 
decreased from Es. 5,92,799 to Es. 4,-14,887, clue partly to n reduction in 
selling rates and partly to a rise in the cost of production as the re.sult 
' of higher prices of paper and other materials. They enquired w'hy there 
had been so large a write-off as Es. 48,876 during the year and an explana- 
tion not being readily available one was promisecl for the next day. 

25. Grant No. 11 — Interest on Debt, etc . — ^^Vith reference to the varia- 
tion of Es. 19 lakhs odd in column -1 of sub-head A. 1 — Interest on Perma- 
nent Loans, it was suggested tliat it might he a better practice to base 
the estimates on a calculation of the annual recurring liability of the 

■ CTOvemment of Lidia, trusting that arrear payments and nou-dr.owal of 
interest would cancel each other out, but it was agreed after discussion 
that the iiresent practice which was for the estimates to be preparea on 

• the basis of past actuals was sounder from the budgetary point of view 
and that no change was necessary. It was pointed out that in any case 
^the variation was little more than 1 per cent, of the expenditure under 
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'this hea3., and a variation of 1 per cent, could not be open to much criti- 
''*oisni. With regard to the large excess of Es. 85 lakhs odd in B. 1 — In- 
terest on Sterling Debt, it was explained that when the budget provision 
was made it was assumed that mider the compulsoi’y scheme of repatriation 
'of sterling debt the difference between the nominal value of stocks can- 
celled and the acquisition prices would be taken to a Suspense head. It 
was however decided after the close of the year that that part of the 
acquisition price which represented the accrued interest paid on securities 
should, in accordance with correct accounting principles, be debited to 
"the service major liead “Interest, etc.”, and Jt was this decision v.hieh 
-was responsible for the excess. 

The variation in the head N (1) (1) (2) was explained as being due to 
the latc of interest assumed at the time of framuig the budget estimates 
'being higher than that finally adopted. This latter rate was worked out 
after the close of the year and though it differed only by a little from the 
rate forecasted, its effect was multiplied owin^ to the large amount ot debt 
"to wliich it had to be applied and the final variation was therefore consi- 
'derablc. , ^ 

On a general review the Committee w ere of the opinion that considering 
that this Avas a difficult head to •budget for and to control the results of the 
,jear were generally satisfactory. 

26. Grant Ko. 23 — India Office and High Comniissionci's EhiahJLdiment 
^Charges. — ^With reference to sub-head A — India Office Expense^ — Contri- 
bution to His klajesty’s Treasury, it was explained that this contribution 
was paid on account of tliq agency functions performed by the India Office 
on behalf of the Government of India. The matter had been raised by 
-a former Public Accounts Committee and Sir Ernest Burdon, the Auditor 
General at the time, had conducted an investigation to find out whether 
the amount paid was not excessive and Avhether any other and cheaper 
agency could not be entrusted with the work performed by the India Office. 
His answer to both questions Avas in the negatiA^e and the amouni now 
paid Avas in accordance Avith his recommendations. 

There was an excess under this grant of Es. 59,505 due to less lecoveries 
than had been anticipated. The Coilunittee agi’eed to recommend that 
"the excess should be regularised by a A'ote of the Legislature. 

27. Grant No. 2d — Audit. — The Committee noted in passing that, as 
was to be expected, the final results of this grant both for this year and 
for the last and the extreme smallness of the final variation shoAved that 
the control exercised had been exceedingly good. 

i 28. Grant No. 67. — The Committee noted that the Currency Note Press 
had more than doubled its output during the year under revieAV, that the 
production costs had gone up by 47 per cent, and that the net profit on 
total sales Avas 10 per cent, against 25’68 per cent, in the last year. This 
reduction Avas due partly to an increase in costs and a decrease i}i selling 
rates but largely to the holding of increased Avar stocks. They also re- 
A'ieAved briefly the accoLUits of the surplus silver stock. 

29. Grant No. 61 — Siqyerannnation Alloioances and Pension^. — With 
reference to the modification in the non-A’oted and voted ijroA'isions under 
sub-head A. — Superannuation and Eetired Allowances, it Avas explained 
'that following an earlier decision of the Central G OA^ornraent the entire 
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expeiuhtiire on pensions oi the Doiiartmeiits \\lheli ueie in the discretion.' 
of the Governor General (e.p., Ecclesiastical, Tribal Areas, etc.) was origi- 
nally provided under the non-votcd section. The Central Government how- 
ever subsequently decided that only pensions sanctioned to the pensonnel of 
these Departments from the 1st April 1940 onwards should be treated as 
non-voted, the rest being treated as voted. It was due to this decision 
that this large reduction had to be made in the non-voted provision and 
that the voted, provision had to bo increased hy an equal amount. 

30. Grant Ko. 63 — Mi-’^ccUaneous. — The Committee Tailed to understand 
why the Einance Department should be responsible for defending sub- 
head C. 3 — Piclief, repatriation and burial of 'destitute Indians frona^ 
Dominions and Colonies within the British Empire, and desired that unless 
there were special reasons to the contrary the control of this sub-head 
should be trlnsfeiTed to the Department administratively in charge of, 
this work. 

31. Grant Xo. Vo — ComnuLted value of Pensions. — The Committee re- 
marked that the variations betw’een appropriaiion and actual expenditure 
under this head continued, as in previous ycar.c;, to be wide. With refer- 
ence to the hope that the CoipmiUee had expressed in their lleporfc on the 
accounts of 1939-40 that it would be found possible to prevent large varia- 
tions in future it was suggested that, in view^ of the impossibility of accu- 
rately forecasting the number of application.s for commutation which would 
be received, perhaps the only way to prevent these ^'ariatioub was to hx 
a limit beyond whicli commutations would not be allowed. This procedure 
w'as followed by certain rrnTi}K'es but it was not the policy of the Govirn- 
ment of India to fetter the liberty of their servants by limiting the right 
to commute their pensions. The Committee agreed tliat no sirch restric- 
tions on the rif^hl of commutation should be introduced. 

32. Grant No. 76 — Interest-free Advances. — The Committee noted that' 
every year during the last five years there had been a supplementary 
grant under this head. In the present year also a supplementary grant 
of Es. 1.04,00,000 was obtained and though the Committee were satisfied 
that the rea'^ous for which this money was required could not liave been 
foreseen at the time of fi'aming the original estimates, they expressed the 
hope that it w'ould be found possible to prevent the ]n’esentation of a supple- 
mentary demand becoming an anniial fealnre of this gra7it. 
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jProceediags of the third meeting of the Public Accounts Committee held on 
Monday the 10th August 1942, at 10 a. m. 


PkCSEXX ; ' 

-Mr. C. B. Jones, C.S.I., G.I.E., I.O.S., Finauee Secretary- 

Oltanman. 

IMauJvi uii.A MMAij Audul Gihxi. 

Mr. .3Ioii.\MED Azh.ah Ali. 

^fr. J, E.ois.vy Scott. 

Sir Syed PiAz.s Aei. C.D.E. 

J’andit Iv.UvSumi Kakt.v AI.utka. ' . yjj embers. 

Kinnvar Haji 1 smaiel Aeikhax, O.B.E. | 

Sir JtATANn Ealae. 

JChan Ealiaclur Sbaildi Eazl-i-Haq I’ieaciia. • 

Klian Bahadur Sir Audul E \^rin 
O.B.E. 

Mr. J. F. SnEEHY, C.S.I., I.C.S., Member, 

Ooiitral Board o£ Bevenue. 

M)'.Mv- K. CnETTUE, First Secretary, Central 
Board of Bevenuc. 

Sir Alvx Lloyd, C.S.I., C.I.E., I.C.S., 

Secretfirv, Commerce Department. 

Mr. F. B. PiLL.vi. C.I.E., O.B.E., I.C.S., 

Additional Secretary, Commerce De- 
partment. 

Sir C.un'.nox Jl.VDENocir, C.S.T., C.T.E., I.t'.S., Auditor (b-ucrai of 
India 

iMr. S. C. Olt>t'., Accountant General, Central Bevenue?. 

Mr. A. C. TuiiNEE, C.I.E,, M.B.E., T.C.S., Joint Secretary. Finance 
iJepailment. 


Central Board of Eevenve. 

33. Grant No. 7. — Ca.sfoius. — Mdtii reference to the reinr-'^ioiN of 
revenue and abandonment of claims to revenue during ilie a ear in exer- 
cise of tlie discretionary ])owers of the Department I'eported on page 3i 
of the Apprc'priation Accounts, it vas explained that these remissions and 
abandonments' u'cre due cither to the I’elnxation of the lenal claim.s ot (lov- 
ennnent on grounds of equity or to exemptions granted by Governinenr 
by executive order in respect of supplies meant for iht Di'iiuice Sendees 
cverscas. .All thrse extra-statutory remissions of revenue vere evammed 
carefully by Audit and if Audit ’considered that the di'-eretion to mant 
remissions was iieing impioperly exercised it would bnne tliis to the 
notice of Government. 

The Committee then examined the pro forma neconnt of receipts and 
expenditure relating to Overtime and Holiday fees. It was explained that 
overtime fees wore levied on merebant.s and shipowner- for tbt work done 
Im'tlie Customs staff in their interest on Sundays and holiday- and out- 
side the free service I'.ours on ordinary working days and were uaid almost 
in full to the Staff earning them. The penalty feet; vere paid by, 
’merchants and shipowner- for Avorking cargoes on Sunday.- and closed 
'feolidny.s in .addition to the o\’’evtime fees mentioned ahotc. Out of these 
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accounts oi the year under re-siew when salt revenue fell to Es. 767 lakhs. 
The wastage of 20,733 inaunds of salt in Bombay during th’e year was 
commented upon by the Committee but it w’as explained that this w^astage 
was not large in comparison with the total turnover of salt and the stock 
that was kept, particularly as the salt was stored in the open. A wastage 
of even 5 per cent, of shocks was not considered excessive, wEile the wast- 
age in question was well under that figure. 

The Committee then turned to the financial Eeview by the Collector 
of Central Excises and Salt, North 'Western India, on the comiitcreial 
•accounts of salt manufacture etc., and to the Audit comments thoreon 
and noted that the trading results of salt from all sources taken together 
showed a nel inofit for the year under review' of Ks, 9,14,628, compared 
to Es. 8.41,670 in the previous j'ear and that there had been an increase 
in the net profit in spite of Ihe fact that there had been a decrease 
of 2,36.136 maunds m the quantity of salt sold. It was explained that 
this increase in the profit in spite of the reduction in sales had been made 
possible by the discovery of no less than 80 lakhs of maunds of salt ready 
manufactured through the operation of natural processes in the East 
Lake at Sambhar. The cost of production of this salt was almost negligi- 
ble and it was this windfall which was largely responsible for the increase 
in profit despite a reduction in sales. The Committee were assured that 
it wa.s the policy of Government to sell salt at cost and not to make any 
profit out of it but to be satisfied with the proceeds of the salt duty. It 
was not however possible to vary the sale price at short intervals and the 
profit^ made were due to an increase in production with a consequent 
. lowering of production costs since the prices were last fixed. 

The Committee commented uiibn the fact reported in para. 61 of the 
Commercial Appendix that the Department had been supplying electric 
current to private consumers, namely, the Eailways, at Sambhar at a 
price below cost. It was stated that a new agreement was about to be 
entered into but that in all probability even this would provide for the sale 
of electric current below cost, as otherwise the Eailways would j)ut up 
an electric plant of their own and their refusal to take current from the 
Deparhnent’s plant would involve it in a further loss by increasing con- 
siderably the. cost of generating the current per unit. 

There was a small excess of Es. 17,432 in this gi'ant amounting to *3 
per cent, of the total as “’against a saving of *27 per cent, in 1939-40. The 
Committee complimented the Department on the close budgeting which 
the resuhs of the tw'o years had .shown and agreed to recommend that the 
excess should be regularised by a vote of the Assembly. 

37. Grant No. d— Opium . — After looking into the Appropriation 
Accounts the Committee examined the commercial accounts of the Opium 
Eactory, Ghazipur, and observed that the profits of the year had shown 
a very considerable inci’ease over those 'of the previous year- It was ex- 
plained that opium production w'as at present being expanded in order to 
meet the demand created by the w^ar for opium for medicinal purposes, 
and that though the Central Government sold opium to the Provincial Gov- 
ernments at cost leaving them to make the profit they sold the opium 
to foreign purchasers at a profit, and it was due to an increase in sales to 
foreign countries, the Dnited Kingdom and Australia, that the profits- 
had increased. 
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38- This completed the examm<ation ol the 'Central Board ol rie\euue. 
. i\ir. Turnci, Joint Secretaty, Pinance Department, then explained with 
.'-reference m paragraph 24 of these jn'oeeedings that the nTite-ofi of E-s. 
48,87 d mentioned under the Central Stamp Store in the Comriiereial 
Appendix did not reinesent any loss but was due to a revaluation of the 
stores on the basis of revised selling rates and was, in eft'cct, a write-off lor 
purposes nt accomiting only. 

39. lie then explained to the Committee tlju correct po'-itiou with re- 
gard to the creation of the Sugar Excise Emid which he liad been ashed 
by the Coininittee to investigate in iwragraidi 15 of these proceoding.s, 

' The creation of the Sugar Excise Fund, lie said, was first announced by 
Sir Ceorge ScdiUhtcr in his budget spcecli for 1934-35 in tlie Inllowing 
' words : — 

“\Vc propose to set aside an amount efiui\alent to one anna per 
cwt. representing about 11s. 7 lakhs a.-s a Fund to he distri- 
buted among the Provinces where' wliite sugar is produced 
lor the purpose of assisting tire oi'ga)iisation and operation of 
eo-operative societies among tlic eane groAvers. so as to help 
them in securing fair prices, or for oilier ])ii)pn-L- direcied 
to the same end.’' 

But as eailv as 1035, Covenuiient felt 'that it would not be tail* to tie 
(heinseb'es indefinitely to this limited objective for the Fund, and Provin- 
cial fTovernments were then informed that the Covennnent oi India ccu- 
sideivd that five sears should be sufficient to couprletc the process oi 
' organisation which would enable the cultivator afterwards effectively 10 
protect himself. They indicated that after tlial period tlii- Fuad might 
be more urgently mcpiired for agricultural research and for technological 
assistance to the sugar industry and that they reserved freedi>m after 
1938-39 to allocate this income us they thought lit. 

A.s this change was only to be made four years after this deeision wns 
taken, the matter was not brought to the notice of the Legislative Assembly 
at the time. When, subsequently, the decision aa'us actually jmt inlu 
effect from the bst of April 1939, the attention of the Asseinblv was, by 
ail uJifortunate OAersigbt, not specifically drawn to ibe change in tne 
pnrpose.s of the Fund though it had definitely' been Govermnen-'s inten- 
tion 10 do so- Tlie Committee were satisfied Avitb the explnnatinu offered, 
and decided to mentioir the matter in their Pieporl. 

Commerce Department 

40. Grant No. 19 — Commerce Department . — 'Pheve was n .small excess 
of Ps. 1,680 in this grant which the Committee -agreed to recommend -for 
regularisation by a A'ote of the Assembly. 

41. Grant No. 28—Poits and Pilotage . — The Committee desired that 

the nature of the expenditure under the sub-liead F. 4. — Contingencies in 
thi.s demand, wdiich amounted tq the substantial sum of 1.52,90o, 

should be shown by means of a foot-note in the Appropriation Accounts* 
in the same manner as the 'details of expenditure under “Other Charges” 
in the appropriation “Tribal Areas” had been promised io 1)- -hown in 
liaragraph 20 of these x>i’Oceedings. 

The Committee then turned to the commercial accounts of tL>e Bengal 
Pilot Service and observed that after a long series of vcaiv tb A working 
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of tliis Service had resulted in a deficit. It was explained that the ad- 
verse financial results of the year were due mainly to a fall in revemie 
caused by the smaller number of ships coming into harbour owing to the 
war, wiiich number had been reduced from 2,815 during the year 1939-40 
to 2,401 during the year under review. It was, however, pointed out 
that the continuous series of surpluses in previous years had built up a 
reserve which amounted to Rs. 8,80,394 at the end of the year 1940-41 
and that this Fund was well able to bear the deficit of Es. 1,11,979 which 
had occurred last year. 

42. Grant No. 29 — Lighthouses and Lightships. — The Committee exa- 
mined the commercial accounts of the Lighthouses and Lightships De- 
partment and remarked that the surplus of receipts over expenditure for 
the year under review had been reduced to Es. 68,947 against Es. 2,56,776 
in the previous year. The reduction in the surplus was explained as being 
due, as in the case of Bengal Pilot Service, to a fall in receipts owing to 
a smaller number of \asiting ports as a result of the war. The Committee 
noted with satisfaction that the Depreciation Reserve Fund and the 
Geneial Reserve Fund stood at the substantial figures of Es. 13,91,000 
and Es. 35,90,000 respectively. 

43. Grant No. 50 — Indian Stores Department. — ^The Committee went 
through the income and expenditure account of the Go’Vernment Test 
House and noted that the net loss for the year 1940-41 had this year shown 
some decrease from the figures of last year, but observed that this was 
solely due to there now being no debit on account of a -share of head- 
q^iarters administration charges as the Test House was now under the 
'administrative control of its own Superintendent. 

44. Grant No. 51. — Commercial Intelligence and Statistics. — The Com- 
mittee did not fully appreciate the difference between the two kinds of 
payments to Railways and Steamsliip Companies recorded under sub- 
heads G and H of this grant and suggested that, if there vt^ere-no reason.s 
to the contrary, these two sub -heads should be amalgamated. 

45. Grant No- 56 — Miscellaneous Departments. — The Committee 
observed that there had been an irregular reappropriation under sub-head 
D. 1 which had caused a final excess under that sub-head. It was ex- 
plaiued that this had* occurred through a misunderstanding. Commerce 
Department having reappropriated funds and reported the matter to tJie 
Finnce Department the latter took the report to mean that the amount 
was available for leappropriation and reappropriated it again. Steps had 
been taken to ensure that this kind of misunderstanding did not recur. 

The Committee noted that while the receipts of account of patent fees 
realised during the year were adequate to cover the expenditure on the 
office of the Controller of Patents and Designs, the receipts on account 
of fees for deposit and registration of trade marks fell slightly below the 
expenditui'e on the office of the Registrar of Ti’ade Marks, and the fees 
realised under the Insurance Act, 1939, were only one-third of the ex- 
ponditiue of the office of the Superintendent of Insurance. 

46. The/ Committee then considered item 15 of the statement of out- 
standing recommendations that steps should be taken to place the Scheme 
for the Registration of Accountants on a self-supporting basis in conjunc- 
tion with the income' and expenditure account of this Scheme and were 
pleased to see that its worldng for the year showed a surplus of Es. 7,172 
as compared with a deficit of Es. 4,378 in the previous year. 
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47. The Committee then went on to consider the paragraphs in the 
Audit report relating to the Controller of Enemy Eirms and Enemy Trad- 
ing and Custodian of Enemy Property, the Tea Controller for India, the 
War Hisks (Goods) Insurance Eund and the payment of compensation 
under the Compensation to Seamen (War Damage to Effects) Scheme, 
1939 and Amendment Scheme 1940, together with the appropriation 
accounts of the corresponding sub-heads in the appropriation “Miscella- 
neous Expenditure connected with the War'". They welcomed the intro- 
ducticn in this year’s Audit Deport of paragraphs describing the various 
schemes of war expenditure, which proved of great help to them in appre- 
ciating the Accounts, and desired that such descriptive paragraphs should 
continue to be included in the body of the Report in. future instead of 
being relegated to the position of notes under the sub-head concerned. 

In answer to a question it was explained that the expenditure incurred 
on payment of compensation to lascars on ships roistered in the United 
Kingdoin would be recovered from His Majesty’s Government. 

The Committee went through the account of the War Risks (Good.s) 
Insurance Fund for 1940-41 and were pleased to observe that the expenses 
of administration had been kept at a very low figure compared with the 
magnitude of the scheme. 
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Proceedings o£ the fourth meeting oS the Public Accounts Committee held on 
Tuesday, the 11th August 1942 at 10 a.m. 
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y Members 




V Witnesses 


Sir Cameron Badenoch, C.S.I., C.I.E., I.C.S., Auditor General of 
India. 

Mr. S. C. Gupta, Accountant General, Central Revenues. 

Mr A. C. Turner, C.I.E.,' M.B.E., I.C.S., -Joint Secretary, 

Einanee Department. 


Department of War Transport. 

'48. Grant No. 73. — Capital Ontlay on Yizagapatam 'Harbour . — ^The 
Committee considered the commercial accounts of the Vizagapatam Port 
arid observed that the pro forma account of income, and working expenses 
or the Port Fund showed a loss of Rs. 2,65,610 during the year 1940-41 
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against "Rs 1,76,573 in the previous year, the increase in loss being diia 
mainly to an appreciable fall in the export of manganese ore from this 
port.. It was exjdained that as the revenues of the port were still not 
sufficient to meet the working expenses, the arrangement was that the 
contribution to the Depreciation Reserve Dund was treated as a deferred 
liability which was a first charge on any surplus that may occur in future 
years. The figure for deferred liability on this account stood at the 
end of the year at Rs. 2,41,037. In addition to this .there was the 
liability of the port for payment to Government on account of interest 
charges which at the end of 1940-41 stood at about Bs. 127 lakhs. 

With I'oference to item No. 10 in the statement of outstanding recom- 
mendations that the question of handing over the port to the Bengal 
Nagpirr Railway should be actively pursued, it was reported to the 
Committee that the Bengal Nagpur Railway had stated that they could not 
consider the proposal till the cessation of hostilities. The Committee- 
accordingly agreed that the question should be postponed till the end of 
the war. 


DeparLment of Posts and Air. 

49. Grant No. 31. — Meteorology. — ^With reference to the note under 
column 4 of the .sub-head C. 6. — ^Deduct^ — ^Amount recovered from Imperial 
Council of Agricultural Research, explaining an uncovered excess of 
Rs. 14,000, it was stated that the facts of the case were that in February 
1941 the Imperial Council of Agricultural Research sent a cheque for 
Rs. 14,000 being their contribution towards the expenditure of the 
Agricultural Meteorology Section for the year 1940-41 direct to the Account- 
ant General, Central Revenues. The A. G. C. R. returned the cheque 
to the Imperial Council of Agi’icultural Research on the 25th February 
1941 sajung that the Audit Officer of the Agricultural Meteorology Sec- 
tion was the Accountant General, Bombay. The Imperial Council of 
Agi'icultural Research thereupon on the 21st March sent the cheque to the 
Director General of Observatories, Poona, who received it on the 24th 
March and sent it on to the Accountant General, Bombay, on the same 
date with the request that the cheque should he immediately cashed and 
the amount adjusted during the year 1940-41. The Accountant General, 
Bombay, passed on the cheque to the Reseiwe Bank of India w'ho credited 
the amoimt in the accounts only on the 3rd Api-il 1941. The Committee 
considered that prima facie ibis great delay in the simple matter of the 
encashment of a cheque disclosed an unsatisfactory state of routine 
administration. They -were not satisfied with the explanation for the 
delay oSered and deshed that a full report should be submitted to them 
by -the Posts and Air ^Department in consultation with the Auditor General 
as to where, how and why the delay occurred. 

50. The Committee were pleased to see that the percentage of final 

savings in this grant had progressively decreased from 7*4 per cent, in 
1938-39 and 2-05 per cent, in 1939-40 to ’56 per cent, in tlie present year 
and desired to record that budgetting and control in this grant had both 
been satisfactory. ' ' 

51. - Grant No. 47. — Aviation. — ^The Committee considered that the 
form in which the expenditure in this grant was presented was confusing 
and the various sub-heads and detailed heads into which it was split 
prevented the Committee from getting a clear idea of the total expenditure 
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"that had been nicurred by the Department on various schemes. They 
■therefore desired that the Accountani? General, Central Eevenues. should 
in future give in a comment at the bottom of the grant a brief descrip- 
tion of each sclieme together with the total expenditure incurred on it. 
They also deshed that the system of notation in this grant, which led to 
an unduly large number of ' figures being prefixed to the name of each 
sub-head, should be revised in order to make it less complicated. 

52. It was enquired what difference there was between the grants-in- 
-aid recorded under sub-head B. 3 — Special Grants-in-aid and sub-head 
D. 5 (1) (5j — Grants-in-aid to Flying Olubs, Schools and Colleges and what 
action was taken to see that the money granted was spent on the objects 
for which the grants were made. It was explained that the grants under 
D. 5 (1) (5) were made under the Air Force Eeserve Training Scheme 
which was a, special scheme and were debited to General Eevenues, while 
those under B. 3 were debited to the Civil Aviation Fund. The expendi- 
rture was incurred under the supervision of the Director of Civil Aviation 
.and the accounts of the institutions to which the grants were made were 
.-audited. 


53. The reasons for the comparatively large savings' which occurred 
■tinder various sub-beads under the head D. 5— Air Force Eeserve 
Training . Scheme were firstly, that equipment was not obtainable owing 
to the war; secondly, that owing to the subsequent decision to treat the 
^ihoraft r€'.quired for training as Air Force aircraft, customs duties for 
which provision had been made, were not eventually levied on them and 
lihirdly, that the numb<»r of trainees had fallen short of the number that 
was originally expected to take advantage of the scheme. 

54. The^ Committee reviewed the table of savings against the gross 
provision for capital works in the voted section of this grant for the last 
■six years in succession and commented adversely on the fact that the 
results of the last year, showed a tendency to return to the conditions 
prevailing prior to 1938-39 when large savings on capital works had conti- 
•nuously been made, and that the position showed a deterioration as com- 
pared to the results of the preceding two years, when the savings had 
-assumed less unreasonable ^proportions. It was explained that the large 
•savings this year were due to the fact that all progi’ammes for works 
expenditure had to be reviewed owing to the outbreak of tbe war and 
very often changed or even abandoned in order to bring them into line 
with war requirements. The demand as presented at the time of the 
presentation of the budget could not be reduced because the budget esti- 
mates were prepared in November shortly after the outbreak of the war 
when it was not at all certain that such far-reaching changes would become 
necessary. The necessity for these changes was realised only after the 
commencement of the year and the changes were naturally reflected in the 
accounts. The Committee observed that the main cause for the saving 
In the original appropriation was due to the delay in settlement of details 
and preparation of, and sanction to, estimates which they considered to 
he an undesirable feature. They further observed that no provision was 
made for lump deduction in the estimates of the year on the ground that 
the estinriating had been on a moderate scale so as to correspond more 
•closely with what was expected to be the actual achievement. The Com- 
Tuittee desired to emphasise yet again the imperative necessity for imposing 
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lun^p cuts in estimates, for works, no matter how close the estimate^ahji 
the estimate should always be close— to the amount that, was expected to- 
be, spent. ■ ‘ ' : ■ 

55. Chrmit No. 60— Central Boad Fund, — ^The Committee were uneasy ■ 
at the large amount (over Its. 285 lakhs) outstanding in the Central Ebad 
Fund. It was pointed out though the^ amount in itself was large it had ' 
to be viewed in relation tb the sum of Es. 15,-78 lakhs which had beea 
appropriated to the Fund since its incei)tion,,, that the reason why the 
money had not been spent earlier was that the Central Government had 
no control over the rate at which the Provinces spent the money and that 

in any case the Fund was now being reduced vapidly because of' the- : 
large expansion in the road 'programme brought about' by the war. 

Departmeni of Information and Broadcasting, 

56. Grant No. 48, — Broadcasting. — ^The Committee enquired what the- . 

functions of the Eesearch Department of All-India Eadio' were. It was 
explained that the main functions of this Department were ; research • 
.connected with day to day operation of the AIE ■ Broadcasting^ 
System, research of purely scientific interest with possibilities of applica- 
tion to radio transmission, testing of equipment, measurement of trans- 
rnission and reception data and assistance and advice to private, enterprise- 
and Provincial Governments. - 

57. It was stated that the All-India Eadio had published no report of 

its, activities since 1938-39. The Committee felt that there ’ was not. 
enough information given to the public or the Legislature regarding the, 
general policy and the actual developments, of which there had been many 
in this Department, and recommended for the consideration of Govern- - ■ 
ment that at least a brief report should be issued annually in order , to-^ 
explain what the Department was doing, how it was developing and the 
policy which it had been following. . . , . 

58. With reference to, the modification in the sub-head C. 4. — Cbntin- 

gencies, it was explained that the chief reason for the variation was. that : 
jn the year under review the relaying of news from Delhi to the Lucknow 
and Lahore Stations had to be done over the telephone , lines . as these-, 
stations were not then fitted with receiving centres. The Posts and Tele- 
gi’aphs Department used formerly to give the telephone lines to the Broad- ; 
casting Department at a concessional rate -and no charge was made for the-, 
time taken in testing the lines. Both these concessions were, withdrawn , 

during the course of the year. Moreover the number of bulletins broad- 
cast from the Lucknow and Lahore Stations had ipcreased. and it was 
due to these three factors chiefly that a supplementary demand had to-.' 
be made under this s.ub-head. ■ ' 

In connection with the variation under sub-head G.-Eural Broadcast- 
ing, G. 2 — Other Charges, it was explained that the receiver sets installed-, , 
in. the villages by the Provincial Governments were maintained . by . the- ' 
Broadcasting Department in some Provinces but ’.this was done as an ^ 
agency function for .the Provincial Governments for which payment wa& • 
made by them. ■ . , 
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The Cominittee then considered the commercial accounts of All- India’ 
Badio and observed that the profit and loss account showed a deterioration 
from the figures of last year, even after excluding the effects pf customs 
revenue in which -there had been a severe fall owing to the war. They 
were however pleased to observe that there -had been a considerable 
increase in revenue from license fees due both to the increasing popularity 
of All -India Badio as a public service and to the strict watch kept on 
piracy. The Committee also went through the^ accounts of the journals 
published by All India Badio and noted that though there had -been an 
increase in the loss from all the Badio journals taken together the Indian 
Listener had for the second year in succession shown a profit and that 
the profit was greater than that of last year. It was suggested that the 
production costs of these journals might be reduced, but it was explained 
that there was hardl^'^ any possibility of fm’ther reduction in costs because 
the cheapest quahty of paper consistent with the needs of the publications 
was employed for printing, the overhead charges were lower than those in 
any comparable commercial concern and the present contract for printing 
had been given out at an extremely favourable rate. 
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Fifoceedings of the fifth meeting of the Public Accounts Committee held on 
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Witnesses. 


Sir Cameron Badenoch, C.S.I., C.I.E., I.C.S., Auditor General of 
India. 

Mr. S. C, Gupta, Accountant General, Central Eevenues. 

Mr. Eam Gopal, Controller of Supply Accounts. 

Mr. A. C. Turner, C.I.E., M.B.E., I.C.S., Joint Secretary 

Finance Department, 


, Labour Department. 

59. The Committee reviewed the works expenditure for the year as 
a whole and observed that the percentage of saving on works expenditure 
which had last year gone down to 10 '04 had this year increased again 
to as much as 19-02. They commented upon the fact that in spite of . 
their oft-repeated exhortation that a lump sum cut for probable savings 
should be made under Works Expenditure no such lump sum cut had been 
made during the year under review. The Labour Secretary suggested 
that lump sum cuts should not be made during the war because under 
present conditions which often necessitated frequent changes in plans it 
was impossible to determine, so far ahead as October of the previous year 
when the estimates were prepared; what the requirements for the next 
year would be and because expenditure on civil works was continually 
increasing and it was likely that no savings would occur in futm-e years. 
He sugge‘^ted that savings occurred largely because provision was made 
in the budget for schemes that were not in a sufficient state of readiness 
to be taken up during the next year and that this happened in Departments ' 
other than the Labour Department whose estimates were included in the 
budget by the Finance Department without their being passed through 
the-Labnur Department. In sunport of this contention he pointed out 
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that the two largest cases of saving amounting to Hs. 12-80 laklis com- 
pared to an original provision of Rs. 20’ 11 lakhs and Es. 5-38 lakhs com- 
pared to an original provision of Es. 15-02 lakhs had occurred in the appro- 
priation ‘ Baluchistan” and Grant No. 47 — Aviation, for which the Labour 
Department was' in no sense responsible. He suggested that the remedy 
for this state <of affairs, was that the Finance Department should require a 
higher standard of readiness of schemes before making budget provision 
for them than they at present demand. The Committee were of the 
tentative view that in spite of the conditions, brought about by the war the 
normal factors which operated to prevent works being executed according 
to programme would still continue to operate and would a^e&ult in savings 
being made and that therefore the system of lump sum cuts should conti- 
nue, but before making a definite recommendation to this effect they 
desired the Finance Department to make an investigation as to whether it' 
was a fact that savings occurred because budget .provision was made for 
schemes in Departments other than the Labour Department without an 
■adequate examination of whether those schemes had reached such a 
state of readiness as to enable them to be executed during the following 
year. They desired a report to be made to them of the results of this 
investigation and of the steps taken to prevent such premature provi- 
sion being made. 

60. The Committee then went on to consider the statement of out- 
standing recommendations. They were informed that the necessary 
instructions had been issued to all concerned about their direction that the 
programme for ma,jor works for the ensuing year should be thought out 
with great care at the time budget estimates were prepared and should not 
thereafter, in the absence of full and adequate explanation, be varied, and 
that their other two recommendations about larger deductions 
being made fi-om the sub-head “Pay .of Establishments’’ on account of 
probable savings in the demand for Stationery and Printing and about the 
tendency to over-budgetting the demands for which the Labour Depart- 
ment was responsible had been noted by the Department. 

61. Grant No. 9. — Irrigation, Navigation, etc . — With reference to sub- 
head B. 1. — ^Productive Works, read in .-conjunction with the review of 
Productive Works contained in the Finance Accounts, 1940-41, a member 
enquired why it was that the Nasirabad Section of the Lloyd Barrage had 
been classed as a productive work, though it had been running at a loss. 
It was explained that the Nasirabad Section was classified as productive 
because it formed part of the Lloyd Barrdge Scheme which had been classi- 
fied as productive as a whole. No separate classification had been made 
of this Section but the Accountant General, Central Revenues, would 
doubtless bring it to the notice of Government, after the Section had 
been running' for the requisite number of years that it was not paying its 
way and that its classification should be revised. 

The explanation given for the saving of practically the entire gi-ant for 
the construction of a tail for the Durrani out-fall channel was that the 
work had not been proceeded with because the Khadakvasla Research 
Institute, when the plans were submitted to them, had ruled that they 
were not correctly designed to meet the end in view. The Committee 
commented adversely on the fact that budget provision had been made 
for this work without, the .prior approval of all the technical authorities to 
whom the plans had to be submitted. 
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•62. Grant No. 20. — Department of Labour. — ^The Committee desired to- 
have further details with regard to the explanation of the modification under 
C. — Allov/ances, (Honoraria, etc., (Voted), the explanation in the Appro- 
priation Accounts for which was that it was due to the travelling expenses- 
of representatives deputed to attend meetings of the All-India Trade 
Union Congress. The information wag not readily forthcoming hut the 
Labour Secretary promised to giye it to the Committee as soon as possible. 

63. Grunt No. 32. — Geological Survey. — There was a petty excess of 
Es. 646 in this grant which the Committee agreed to recommend for' 
regularisation by a vote of the Assembly. 

64. Grant No. 36. — Mines. — The Committee were pleased to see that- 
the percentage of sa:vings in this grant had progressively diminished and” 
this year stood at 2' 3 against 3-28 in 1939-40 and 13-5 in 1938-39. 

65. Grant No. 59. — Civil Works. — ^The Committee ashed for and were- 
given explanations for the cases of unremedied or uncovered excesses and 
of appreciable unsurrendered savings which were listed on page 245 of 
the Appropriation Accounts and were generally satisfied not only that the 
explanations for the excesses and for the non-surrender oi savings were 
satisfactory but that the amounts involved. in each case svere so small 
compared to the original appropriation that no great objection could be 
tahen to them. They did not therefore altogether accept as correct 
the .conclusion of AXidit that these uncovered excesses and imsurrendered 
savings indicated defective control and estimating in this gi*ant. 

66. The Committee were pleased to note that the pro forma accounts 
of the Central Public Worlcs Department Nursery at Juibagh, the Central 
Public Works Department Filtered Water Supply at Debra Dun and the 
Central Public Works Department, Unfiltered Water Supply at New Delhi 
^ — ^the last for the first time since its inception — ^liad all disclosed a profit 
for the year 1940-41, 

67. They then went through the detailed statement of expenditure 
on important new works. With reference to the large reduction from the 
original approj)riation in respect of work No. 12. — Construction of a new 
Customs House at Calcutta, it was explained that the work had progressed 
slowly on account of the difficulty of obtaining steel in due time owing 
to war conditions. It was also stated that all major wo*ks for which 
specific provision was not made in the budget were approved by the Stand* 
ing Finance Committee whose approval was as a rule obtained before 
the incunlng of any expenditure on a project, but that in cases of urgency 
this approval had sometimes to be obtained, after work had been started. 
A decision to that effect was however, only taken with the concurrence of 
the Finance Department. Arising out of the explanation for the variation 
under item 37, that certain expenditure was classed as original works 
instead of as repairs, it was explained that it was the Department of 
Labour itself which decided whether expenditui'e should be classed as 
original works or a^; repairs but that its decision in this matter was open 
to challenge by Audit. 

The Committee observed that in the voted portion ,of this gi'ant 'the 
saving as compared with the origihal grant was 3' 25 per cent, against 
4-75 per cent, in 1939-40, but that whereas in that year practically the 
'entire saving had been surrendered no portion of the saving was surrendered 
during the year under review”. It was explained that this could not be 
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done because there was uncertainty till the very close of -the year as to what' 
the expenditure would be particularly in so far as expenditure on stores- 
was concerned since owing to war conditions it was not known when the- 
stores would arrive. 

It 

- 68. The ' Committee noted that the percentage rate for establishment 
and tools and plant had gone down to 14*08 and 1‘63 as compared with. 
16*25 and 1'98 respectively in the previous year. Although it was 
expected that with the taking over by the Central Public Works Depart- 
ment of Central works in the Provinces the rates would go up owing tO' 
the increase in overhead charges involved, they had in fact gone down and 
the reduction was due to an increase in the amount, of expenditure on* 
civil works during the year under review. 

. -v. 

69. Grant No. 62. — Stationery and Printing. — ^The Committee observed 
that the supplementary grant of Ps. 7,75,000 under this head had proved" 
excessive by Es. 2,36,000 but accepted the explanation that this was due* 
to uncertainty in the recoveries which had to be made from paying 
Departments during the course of the year — a factor which could not with* 
certainty' be forecasted at any time. 

They then turned to the financial review of the Government of India 
Presses ’n the Commercial Appendix and noted that the value of the work 
done had increased by about Es. 16 lakhs while the expenditure had 
increased only by about Es. 1,30,000. They observed also that generally 
speaking there had been a decrease in the percentage of total indirect 
charges, to the direct payments to workmen indicating a decrease in the 
general overhead costs. It was explained that no profit and loss account 
could be liept for the Presses because much of the woik was done fre.e for 
Government Departments. ’ The paying Departments of Government were 
charged on the basis of actual cost. 

Supply Department. 

70. Grant No. SO. — Indian Stores DepaHmejit. — With reference to the- 
reduction in column 1, Pay of Officers — ^Non-voted, it was explained that 
this was due to the reappointment of a non-voted officer after retirement 
whose salary thus became voted. It was not the policy of the Depart-, 
ment to employ superannuated officers but in view' of the difficulty of 
getting officers either from the Provincial Governments or from the com- 
mercial houses, both of which sources were nearing exhaustion, it became 
necessary sometimes to, re-employ superannuated officers. 

With reference to sub-head H-4 — Contingencies, the Committee desired 
that as the sum involved was substantial the Accountant General, Central 
Eevenues. should in future give the details of the expenditure covered 
by this appropriation in a foot-note in accordance with the procedure 
already settled, 

71. “Department of Supply”. — It was explained to the' Committee that 
during the year under review the Department underwent a series of 
reorganisations which involved changes of considerable magnitude in the 
structure and composition of the various branches. The accounting 
result of this reorganisation was that the sub-heads under which expendi- 
ture was recorded underwent a change, involving a reclassification of the 
entire expenditure from April to August 1940 in accordance with the 
revised sub-heads. Difficulties were then encountered in the reconcilia- 
tion of departmental figures under the new sub-heads with those worked- 



^out fay tte Controller of Supply 'Accounts. The net effect of this was that 
the, final allotments under the revised sub -heads were made by the Depart- 
ment on the basis of the actuals recorded in -the departniental books, 
whereas in- the Appropriation Accounts the actual expenditure as booked by 
the Controller of Supply Accounts had been shown. This had caused 
considerable variations between the final grants and the actuals. In view' 
of this explanation the Committee did not deem it worth while to examihe 
-closely the Appropriation Accounts of each individual sub-head. 

With reference to the modification -under the head 0. l(l).'^Pay of 
■OfiScers of the Contracts Directorate, the Committee -desired a statement 
to be drawn up showing the number of officers employed in this Direc- 
torate on the date of its transfer to the Supply Department, On 31st March 
1940 and at quarterly intervals up to 31st March 1941, in order to enable it- 
to judge the rate of expansion. ■ • - ' , 
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YtHinesses. 


Posts and Telegraphs. 

72. The financial results of the working of the Department showed 
that revenue amounted to Es. 13’28 crores against an e.vpenditure of 
Es. ]2-03 crores leaving a net surplus of Es. 1’25 crores. Of this it was 
estimated that'Es. 33 lakhs were due to the increase in the postal and 
telegraph rates introduced with effect from the 1st December 1940. This 
increase w'^as meant to be a measure of taxation and the sum of Es. 33 
lakhs was consequently paid into General Eevenues, the balance of the- 
surplus, Es. 92 lakhs, remaining with the Department. The Gomrnittee 
were gratified* at the large surplus earned and particularly at the fact 
that for the first year in the history of the Posts and Telegraphs Depart- 
ment all the branches showed a profit on the year’s worldng — a i)Tofit 
which was not entirely due to the increase in Governmeni. traffic. It 
was stated that contrary to the .general impression the telegraph traffic 
on Government account was only about 10 per cent, of the total tele- 
graph traffic, , 

73. Talnng- into account the Es. 82 lakhs brought forward from the 
previous year the accumulated surplus to the end of ,1940-41, was 
Es. 1,74 lakhs. Out of .this amount, however, only Es. 1,00 lakhs would 
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earn interest in conformity with the decision of Government that with 
-effect' from the year 1941-42 and until the war was ended rebate of 
.•interest would be allowed to the Posts and Telegraphs Department, on 
its surpluses only up to a maximum of Es. 1,00 lakhs. In lime of 
war it was felt that the commercial aspects of the Department should to 
some extent be subordinated to the interests of the general tax-pa^’or. 

74. With reference to the statement of capital outlay and with- 
drawals from the Eenewals Eeserve Fund, it was enquired how capital 
expenditm-e was apportioned between the Eenewals Eeserve Fund and 
Capital. It was explained that the underlying principle was that charges 
for tlie replacement of like by like were borne by the Fund even though 
the replacement cost might.be higher than the original cost. The cost 
of replacements other than of like by like and of additions to assets 
.generally was charged to Capital. There were very detailed and elaborate 
rules of this apportionment and each calculation was checked by the 
Aeoountant General, Posts and Telegraphs, to see that these rules had 
been observed. 

75. The Committee then examined Annexure 1, ‘Financial Eesults of 
the working of the Department by branches' and Annexure II, “Profit or loss 
compared with capital investment’’. With reference to the profit on 
Telegraphs and Telephones it was explained that the capital cost of trunk 
telephone lines was borne by the Telegraph Branch which received rent 
from the Telephone Branch for the use of the lines. The method of 
adjustment between Telegraphs and Telephones was varied last year with 
the approval of the Public Accounts Committee and was explained fully 
:n Appendix VH to the Eeport of the Public Accounts Committee on the 
accounts of 1939-40. This change had been made as it was felt that the 
method of allocation till then pursued was not fair to the Telegraph 
Branch and resulted in its receiving loss rent than it was entitled to on 
■comtnercial principles. 

With reference to Annexure V, it was explained that the -unount of 
interest accruing on the accumulation in- the Eenewals Eeserve Fimd w'as 
credited not to the Fund but to the revenues of the Department; so that 
in effect the Department got back Es. 8-66 lakhs against the Es. 23‘05 
lakhs which it had put into' the Fund during the year under review. 

76. The Committee then went on to consider the Audit Eeport. 

They noted that during the year under report the monetary limit up to 
which expenditure on works of- a capital nature was debited to working 
^expenses had been changed from Es. 1,000 in the case of buildings and 
Es. 200 in the case of other assets to amounts ranging from Es. 2, '500 to 
Es. 20,000. The Committee enquired what the reasons were for this' 
increase and it was explained that the principal desideratum was the 
■avoidence of over-capitalisation. From this it followed that items of 
small expenditure even though of a capital nature should be financed 
from’ revenue which was well able to bear it. The Posts and Telegraphs 
Department which had an annual budget of Es. 12 crores bad now outgrown 
the very narrow limits of Es. 1,000 and Es. 200 and it was felt that' they 
needed to be raised. The limits' now fixed were on the line? of those in 
force in the Eailway Department. It was' also administratively more 
ednvenient to increase these limits as it was easier to 'sanction petty 
'expenditure yhich Vas debitable ,to ' working expenses than to sarictidn 
'6xpdhditure debitable to Capital. 
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81. The Committee wished to draw the attention of the Department 
to the fact that a number of the irregularities detected by Audit in local 
inspections were due to the failure to observe the prescribed rules regard- 
ing submission of returns to the Audit Office, maintenance of sexvice- 
records, muster rolls for labour employed on works, recovery of amounts 
from imprest holders when proceeding on leave, accounting of charges on 
phonogram messages and in certain cases the accounting • of stores in 
store depots. They also wished to point out in connection with the audit 
of telephone receipts that Audit considered that there was a lack of a 
thorough internal check at the time of posting the rents in the subscribers’ 
ledgers, with special reference to the adequacy of rents charged. It v>as 
however stated that special steps had been taken to put the accounts of 
telephone receipts on a proper basis. 

82. The Conmiittee then consider the account of the contribution to 
the lienewals Deserve Fund and observed that the withdrawals from the 
Eenewals Deserve Fund during the year under review had amounted to- 
Ds. 26,40,000 against a contribution from revenue of Ds. 28,05,000. Tn 
view of the situation that was arising of withdrawals exceeding contribu- 
tions the Department had presented a IMemoraudum (Appendix VII) on 
the subject. The present position was that the Public Accounts Com- 
mittee. had approved of the contribution being raised ro lls. 25 lakhs 
annually for a period of five years from 1941-42. It was suggested in the 
Memorandum that the percentages which the different branches contri- 
buted to the Fund should, in view of the experience g.ained of actual 
withdrawals, be altered from the present figures of 10, 60, 25 and 5 in the 
case of Post Office, Telegraphs, Telephones and Dadio respectively to 12, 
48, 30 and 10. It w^as also proposed that in view of the large ])roject 
estimated to cost Ds. 8 crores for the development of telegraph and tele- ' 
phone communications which had recently been undertaken by the Gov- 
ernment of India and which would necessitate an increase in the con- 
tribution, the arrangement should stand for two years only instead of the- 
five years for which it had been sanctioned and the position should be 
reviewed at the end of 1942-43. The Committee readily agreed to the 
proposal. 

S3. There was an excess of Ds. 7,81,660 in grant No. JO which Ihe 
Committee agreed to recommend for regularisation by a vote of the 
Assembly. 

84. The Committee then examined the accounts of works expendilinre 
financed from Capital and observed that the total expenditure on capital 
v/orks in the year under review was Ds. 29'96 lakhs against Ds. 37’34 
lakhs in 1939-40, the abnormal decrease being due mainly to the revised 
rules of allocation raising the limits of petty works chargeable to revenue. 
Theyr noted that the variations were 8’4 per cent, of the original fppro- 
priation and 47' 74 per cent, of the modified appropriation as against 34‘2 
per cent, and 3' 6 per cent, in the previous year, but they observed that 
budgeting and control of works charges had during the year under review 
been based on uncertain conditions such as the non-availability of stores 
and technical equipment, delay in supply of such equipment by contractors, 
the necessity for conserving stores and the unprecedented dernand for tele- 
phone works by the Defence Department which all contributed to tlisturb 
budgetary equilibrium. 
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85, The Committee concluded its examination of the Posts and Tele- 
graphs accoimts by a review of the statement of transactions under 
-the Stores Suspense Account. They observed that even though the 
, purchases and receipts of stores dunng the year liad been about 150 per 
cent, in excess of budget estimates the closing balance showed a decrease 
over the opening balance of about Es. 3 lakhs. They were assured that 
the Department was alive to the necessity of increasing the stock of 
stores and that steps had been taken as far as possible to build up stocks, 
but that 'the demand was so great that it had been found impossible during 
the year under report to increase stocks. It was understood that the 
balance at the end of 1941-42, was about Es. 66 lakhs, i.e., an increase 
of about 18 lakhs over that at the end of 1940-41. 
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Home Department. 

B6. In accordance with the outstanding recommendation No. 20 the 
Home Department, laid before the Committee a copy of their letter No. 
F.-312/35-Public, dated the 15th November 1935, toget her w ith copies of 
the two Memoranda referred to in the letter (Appendix VHI) which con- 
stained instructions as to the action to be taken 'by the head of a Depart- 
ment ’or office as soon as a case of defalcation or fraud came to his notice. 
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The Committee were informed that these instructions had the concurrence 
ot the Auditor General and they expressed themselves as sabisncd that no 
further directions in the matter were necessary. 

87. Grant No. 12. — Executive Council. — question was raised as to 
what exactly the sub-head A. 2. — ^Allowances in this grant covered and 
why accurate budgetting under the head was difficult. It was stated 

• that, as far as the information of the Home Department, went, this head 
was meant to cover the equipment and voyage allowances of Honourable 
Members, of Council, but there was some doubt as to whether it did not 
.also cover the travelling expenses paid to Honourable ^Members. The 
Department promised to look into the matter and give a fuller explanation 
to the Committee before the end of its present session. 

U’here was a petty excess of Es. 1,513 in this grant which the Com- 
mittee agreed to recommend for regularisation by a vote of the E4egisla-, 
tive Assembly. 

88. Grant No. 15. — Home Department. — ^The explanation under the 

sub-head A. 4. — Contingencies said that the modification was due to the 
•carriage of dak bags between Simla and Delhi. This money, it was, 
•stated, had been paid to an agency who undertook 'the transport of 
Government files during the year. “It was pointed out that if ’>vhat was 
carried was mails thi^ arrangement was illegal because the Posts and 
Telegraphs Department had the monopoly of carrying mailj. It was 
however explained tliat, strictly speaking, the use of the term “dak 
hags" was incon'ect end what was carried was in eSect cases containing 
files, ' - • 

In heads C, D and E, of this grant there occurred the sub-heads 
“Secret Service Contingencies” and “Other Contingencies” and the Com- 
^mittee thought that the description of Secret Service E.xpeuditure as 
contingencies in the demands for grants tended to cause some confusion 
as to what the charges were that were covered under this appellation. 
They therefore suggested that, in future, expenditure on Secret Service 
should be described as Secret Service Expenditure and not as Secret 
Service Contingencies. 

With reference to sub-head H. 1 (3). — ^Family allotment^ of Pay of 
Officers, it was explained that on the outbreak of war a new procedure 
had been introduced, in view of the possible difficult’es in obtaining 
private remittances, whereby Government officers could allot a part of 
their salary to their dependents in any part of the Empire. The dis- 
bursements made to their dependents in foreign countries were deducted 
from the salaries of the officers in India and the arrangement did not cost 
tlovemment anything. 

89. Grant No. 27. — Police. — In connection with sub-head A. — ^Lump 
’sum’ charges paid to Provincial Govts., it was explained that these pay- 
ments represented in part the cost of agency functions performed by the 
Police of Provincial Governments on behalf of the Central Government 
such as duties in connection with the control of foreigners, for which the 
Provincial Government were entitled to be reimbursed under Section 124 
of the Government of India Act, 1935. In addition to' these agency func- 
tions the Central Government had agreed, though they were not under 
any legal liability to do so, to meet the -cost of additional police engaged' 
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by the Provinces for the protection ot Central Government property ete.> 
and to bear one-third of the cost of the Civic Guards. ITlio total payment 
made io Provinces for war time additional police amounted to Its, 8,34,010, 
while the total payments to Provincial Governments amouuted to 
Es. 12,63,446. It was due to these extra payments which had iiot been 
contemplated when the budget was framed that a supplementary grant 
had become necessary under this head. 

90. Grant No. uS — Census. — A supplementary grant for Es. 77.000 
was voted bj the Legislative Assembly under tltis head but the ultimate 
saviiigs were Es. 81,251 and the supplementary grant proved unnecessary. 
It was explained that the suiiidementary grant was asked for under the^ 
sub-head E. — Printing and Stationery Charges because of the rise in the 
cost of paper and pi'inting since the framing of the budget and the cost 
of transportation of enumeration pads from Calcutta, where they were 
all })rinted, for which no jwovision had been made in the budget as the 
new system followed at this census under which schedules printed in 
the Provinces were dispensed with was not contemplated at the time the 
budget was framed. The rise in expenditure under sub-head E antici- 
pated on this account had materialised and practically the whole of the 
.•original as well as the supplementai'y grant was absorbed, but consequent 
on economies in organisation and procedure effected by the Census Com- 
missioner, the full effects of which could not be foreseen at the time the 
supplementary demand was ■i)resented, and due to such unforeseen 
causes as delay in the submission of bills by Census Officers, there had 
been comparatively large savings under other sub-heads which had more 
than counter-balanced the excess under sub-head 3, with the ultimate 
result that the savings had exceeded the amount of the supplementary 
grant. 

91. Grant No. 56 — Miscellaneous Departments. — ^The expenditure 
under sub-head K. — ^Provincial Statistics covered, it was stated, the cost 
of collection in Eajputana of statistics relating 'to the births, deaths and 
marriages of European Eoman Catholics for the use of the Secretary of 
State for India. It had been decided that the cost of collection of these 
statistics was not a proper charge on the revenues of India and their 
collection had now been discontinued. 

92. Grant No. 66 — Delln. — With regard to sub-head A. 5 in Account 
V — ^Police, a member enquired why payments were made to the Bailway 
Department for the protection of the railway line during journeys of the 
Viceregal special train. It was suggested that as the ensuring of the 
safety of .passengers was the responsibility of the Bailways any extra cost 
incurred by them owing to the necessity of any special -measures for 
ensuring this safety in any particular case should be borne by, them 
and should not be passed on to General Bevenues. It was stated that 
this question, -which was a very complicated one, had been debated for a 
considerable time and after much discussion settled principles and proce- 
dure for the allocation of the charges on account of the cost of protec- 
tion of the railway line during Viceregal journeys had been evolved and 
accepted by all concerned. These principles had been concuiTed in by 
the Auditor General. In these circumstances the Committee agreed that 
it was not necessary to reopen the question. 



: :'9d.~ Grant Noy6^ — Tllere was a ' petty excess of 

'Us. 266 in'. this . grant .which the Committee . agreed to recommend for ' 
regularisatiph by a.iyote of., the Legislative Assembly. . 

, . ' ^ v Civil'' Defence Department. . , A 

. 94. it:-; was.' stated that although, generally speaking, the cost of ' 
■A. Bi P. schemes and of Civil Defence was, under the Constitution, a 
liability , of the Provincial Governments, the Central Government had ' 
.decided* in order to ensure ' that the measures necessary for Civil Defence 
were not prejudiced by the inability of Provincial 'Governments to finance 
" them, that the Central Goveriiment should bear the cost of these measures. 
Accordingly-. during the year 1940-41 all expenditure on A; B. P. incurred’ 
by the Provincial Governments on the advice or with the approval of the 
•Central Government was reimbursed to them in full. Ihe policy regarding 
‘financing A\ B. P. expenditure in Provinces had however undergone a very 
cohsiderab^ change after the close of the year under review. . The system 
■under wiiich. ihe entire cost of these measures was borne by the Central 
Goverhinent not ' only threw' an undue and increasingly heavy burden, on 
its. finances but had also proved unsatisfactory in other directions. The, 
necessity' und.er this system of - 'iobtaining the approval of the. Central 
•Government to all schemes before they could be started or before altera- 
tions could be made in them was resulting in delay, which in a matter 
of this kind could- not be contemplated with equanimity, while the absence 
of all incentive -for the Provincial. Governments, who necessarily executed^ 
the. schemes, to exerciser economy was another objectionable feature of 
the -system. .The whole position, was consequently reviewed and it was 
decided,: 'With the : cdncuiTence of the Provinces, that while all ajpproved 
; non-recurring , expenditure sanctioned before 1st July 1941 and all recurring 
expenditure sanctioned as Well as incurred before 1st July 1941 would 
eontinue to be debited , to the Central Government, all expenditure 
thereafter on' Civil Defence measures, which term covered A. B. P.' and ' 
a number of other measures," the list- of which was added to from time to 
time, would be pooled and the pool would be divided between the Central 
^nd Provincial Governments. The. principle of division was that , certain 
slabs were fixed, the amount of. which varied from Province to Province 
according to, the circumstances of each; the first slab was borne entirely 
by the- Provincial Government, -the second was shared half and half by 
the Provinces, and the Centre and of the third the Central Government 
bore 75 per cent.', while all expenditure in excess of the third slab was 
divided between the Central Government and the Provincial Governments 
in. the ratio of . 8,7-i to, 124. , ■ 

' I, . . ; ' .. External, -Affairs Departments 

95. :fTribal Areas. — With, reference . to the modification in C.6(5).— 
Boyalty . to Tribes,. ,it^ was explained that this payment -n^as made for 
‘Hribal 'good wilT’ . when . works were executed in tiibal areas in order to ■ 
prevent the. tribesmen from disturbing., the. worp^from being carried. .on. ■ 
“The amounts were determined 'generally as a percentage on the contractor’s 
bills, ‘the percentage in. Wazh’is.tan. being about .5 while .that in the Ehyber .. 
.-was about 6 A ; : A ' ; ' A." 
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The modification in sub-head C.7. — Subsidies was due to the non-pay- 
ment of an increased , subsidy to the Mehtar of Chitral as the terms of the- 
subsidy could not be settled before the end of the year. A body of 
regular troops had for a considerable time past been posted at Chitral but 
this had now been replaced by a body of Scouts. It was considered that 
this change threw an additional responsibility on the Mehtar and that 
therefore his subsidy should bo increased. 

96. The Committee noted with interest that this year the expenditure 
on works in Account I had exceeded the original appropriation and that 
an additional allotment had had to be obtained by the Department to 
cover the expenditure. The point w'as raised that as all these roads in. 
the tribal areas had some strategic value the War Department should be 
called upon to pay a part of the cost of their construction. It w'as- 
explained that the primary object of these roads was not military but 
civil and the mere fact that the roads might be and often were used by 
the military authorities was not sufficient justification for requiring them 
to pay for their construction. 

97. Baluchistan. — h. member enquired whether the Druit Experiment 
Station, Quetta, was paying for itself. It was stated that the Station was 
purely experimental and it was not the policy of Government to insist 
on its paying its own way. 

With reference to the reconstruction of Quetta it was enquired, 
whether, in view of the statement made by the representatives of the War 
Department before tlie Military Accounts Conimittee that as there was 
no certainty that Quetta would retain after the war the same military 
importance as it now possesses they were applying to that station ihek 
general war-time practice of constructing new buildings in ternporaiy rather 
than permanent form, the External Affairs 'Department had considered 
the advisability of slowing down its pwn programme for the reconstruc- 
tion of Quetta. It was stated that, apart froni being a military station 
of importance, Qdetta wa’s the headquarters of the Baluchistan Adminis- 
tration and it was necessary therefore for it to have certain essential 
civil buildings. The work of military reconstruction had started almost 
two years before that of civil reconstruction and the military authorities 
now possessed most of the essential bhildings that they required, 
while the civil authorities did not do so. It was enquired whether there 
was any liaison between the External Affairs Department and the War 
Department with regard to this reconstruction and the answ^er was that 
there was no such liaison except that both the military and the civil 
works were carried out by the same agency, namely the Military Engi- 
neering Services. The Committee were of the opinion that in view of 
the change in military plans it would be desirable for there to be some- 
what greater contact between the two Departments of the^ Central 
Government which were responsible for the reconstruction of Quetta. 

The Committee also observed that there had been an extraordinarily 
large amount of saving — 67'85 per cent. — compared to the original 
appropriation for this reconstruction. It was explained that this* was due 
partly to reasons connected with the war, such as the non-availability of 
materials, but that largely it was due to a defect in the machinery tor 
the sanctioning and execution of works. Under the present procedure' 
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all sanctions, administrative and financial, were centralised in the Gor- 
ermnent of India,- and as the Quetta building season was limited to* seven 
. months (it not being possible to work during the cold weather), it often 
happened that the building season passed while estimates and sanctions 
were being considered and discussed between Quetta and headquarters and 
work had to be delayed till the next year, when often the same thing 
^happened over again. The Department was however fully alive to the 
necessity of improving this proeediure and had already taken steps in that 
dirbetion. -The Committee hoped that it would- not take long to improve 
the procedure and that in any ease such gross over-estimating as the 
results of this year had disclosed would not again be repeated. 
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Proceedings of the eighth meeting of the Public Accounts Committee held 
on Monday, the 17th August 1942 at 10 A. M. 


1 


Present r 

Mr. C, E, Jones, C.S.I., G.I.E., I.C.S., Finance Secretary. — 

Chairman. 


Moulvi Mohammed Abdul Ghani. 

Mr. Mohamed Azhar Ali. 

Mr. J. Eamsay Scott. 

Sir Syed E-aza Ali, C.B.E. 

Pandit Lakshmi Kanta Maitra. 

Kunwar Haji Ismaiel Alikhan, O.B.E. 

Sir Eatanji Dalal, C.I.E. 

Khan Bahadur Shaikh Fazl-i-Haq Piraoha. 
Khan Bahadur Sir Abdul Hamid, O.I.E., 
O.B.E. 




Members, 


J 


Sir Leonard Wilson, Chief Commissioner, 
Eailways. 

Mr. T. S. Sankara Iyer*, C.I.E. , Financial 
Commissioner Eailways. 

Mr. I. S. Puri, Director of Finance, Eailway 
Board. 



Wilnesses, 


Sir Cameron Badenoch C.S.I., C.I.E., I.C.S., Auditor 'General of 
India . 


Mr, E. E. Seshu Ayyar, Director of Eailway Audit. 

Mr. E. V. Eamcuandani, Controller of Eailway Accounts. 

Mr. A. C. Turner, C.I.E., M.B.E., I.C.S., -Joint Secietary, 

Finance Department. '' 


98. In compliance with the promise to give further information with 
regard to certain sub-heads in grant No. 12, made in paragraph 87 of these 
proceedings it was explained that the sub-head A. -2 accounts for the 
voyage allowances, equipment >dlowanees 'and the actual travelling 
expenses of Honourable Members of Council, the first two of which are 
non-voted under Section 85(1) of the Ninth Schedule of the Government , 
of India Act, 1935, v/hile the last item is non-voted for I. C. S. officers 
and voted for the rest Sub-head A. -3 covers the haulage charges and 
interest, maintenance and repair charges of saloons which are all voted. 

E’ailwaij Department. 

, 99. The Committee then took up the consideration of the outstanding 

recommendations with regard to the Eailway Department. 

Item 1 . — With regard to the recommendation that while the procedure 
of lump-sum cuts should be continued, the proportion of the cuts applied 
should be somewhat restricted, the Committee noted that in the year under 
review a lump sum cut of about 18 per cent, had been applied to the 
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gross expenditure estimate of Es. 13'60 erores and that the cut so made 
had been more thaa realised. They were pleased to see ihat, judging 
from the results of this year as compared to previous years when the 
cuts applied had proved excessive, the Eailway Department were now 
making mora accurate estimates/ of their net capital expenditui'e. 

_ Item 2 . — ^With reference to the recommendation that great care should 
be taken before supplemenl ary demands were presented to the Legislative 
Assemblj^ the Committee were pleased to obseiwe that in the year under 
review there had been no unnecessary supplementary demand as against 
2 in the year 1939-40 and 1 in 1938-39. 

Hem 3 . — ^It was stated that necessary instructions had been issued to 
all Eailway Administrations making it clear that ordinary financial pre- 
cautions, such as taking receipts for transfer of money or stores, should 
not bo neglected on any ground of secrecy or urgency. 

Item 4. — ^It was stated that the second point dealt with in the recom- 
mendation, namely, whether the extra allowances which had been 
allowed to the Chief Mining Engineer for performing the extra duties of 
Chairman of the Coal Grading Board and Chairman of the Soft Coke 
Cess Committee had been correctly classified as fees, had been examined 
and, the Eailway and Einance Departments were agreed that the classifica- 
tion which had been originally suggested by the Auditor General was 
correct. As regards the amount of the allowances, the question was still 
under consideration between the Eailway, Labour and Einance Depart- 
ments. 

100. The Committee then went on to consider the Appropriation 
Accounts of the Eaihvays in conjunction with the Audit Eeport and the 
Einancial Eevenue b;\ the Chief Commissioner of Eailways. They 
examined first the financial results of the year in comparison with those 
of previous years and of 1941-42 of which a resume (Appendix IX) was 
provided by the Chief Commissioner. They were pleased to see that the 
year under review b.ad resulted in a record surplus of Es. 18*46 erores 
and that in spite of 1he continuance of the moratorium the Eailways had 
paid back to General Eevenues, apart from their contribution for the 
current year of Es. 4*62 erores, an/ amount of Es. 7*24 erores towards 
the arrears of contribution for the period from 1931-32 to 1938-39 covered 
by the moratorium and *30 erores towards unpaid contribution for 1939-40 
and that thev still had been able to set aside Es. 6*30 erores for the 
Eeserve Eund. 

101. The Committee then considered the detailed review of receipts 

and expenditure for the year 1940-41. In answer to a question why 
dividends on investments had decreased fi’om Es. 4 lakhs in 1939-40 to 
Es. 3 lakhs in 1940-41, it was explained that this was because some of 
the investments related to shares in Hardwar-Dehra Eailwav which 
Eailway had been purchased by Government. The income from ‘dividends 
had therefore ceased but there had been a corresponding increase in traffic 
receipts. , 

102. Jt was enquired whv it was that while the receipts had ’gone up 
so phenomenally, the actual working expenses of the Eailwavs were 
about Es. 1 crore less than the budget provision. It was explained that 
the main cause of this saving was less expenditure on repairs and 
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maintenance of assets chiefly as a result of non-receipt of materials . on? 
account of the war and the effect of the general rise in prices of materials 
turning out to be less than anticipated. The Committee were assured 
that it was not the policy of Government to effect economies by allowing 
assets to deteriorate or to neglect the comfort and safety of passengers- 
but conditions brought about by the war were such that it was not 
possible to obtain the materials necessary for the maintenance of assets 
to the extent provided for in the budget. 

103. The Committee ^ then went on to consider the Appropriation 
Accounts of each grant separately. 

Grant No. 6-A. — Maintenance of Structural Woihs . — There was a 
saving in this grant of about Bs. 62 lakhs under the voted and non- voted, 
portions combined. The saving under the voted portion included unex- 
pected credits to the extent of nearly Ks. 23 lakhs. It was explained 
that these credits were mainly due to the sale of scrap at exceptionally 
favourable rates whiph could not have been foreseen. A further saving 
of Es. 24^ lakhs was due to the difficulty in obtaining materials under 
the conditions created by the war and the con_sequent curtailment or non- 
completion of a part of the maintenance programme and the postponement 
of non-essential works. In this connection it was explained that the 
Department maintained an imprest of stores from which to carry out its 
works but under the conditions now prevailing it had been found very 
difficult to replenish this imprest in all cases. This resulted in slowing 
down of the repair programme of railways but did not mean that the 
railway assets were unable to carry on, or that the safety of passengers 
or the efficiency of service were affected adversely. The savings in war 
time on account of non-availability of materials would necessarily involve 
heavier -maintenance expenditure in subsequent years. In answer to a 
question as to what steps were beina taken to meet this deferred liability, 
it was explained that no special steps wore necessary, that repairs and 
maintenance charses would be met in the usual course from the revenue 
of the year in which they were carried out and if revenue in a post-war 
year fell short of the working expenses, the deficiency would be met out of 
the Eailway Deserve Bund. 

In going through the statement showing the total ordinary working 
expenses of each Railway separately, it was pointed out that, generally 
speaking, the actual expenditure in the year 1940-41 of the Company- 
managed Railways had been less than that in the previous year, while 
the State-managed Railways had' all shown an increase except one. It 
was enquired what the reason for this was and whether there was any 
system by which the Railway Department ascertained that' Company- 
managed Railways were not neglecting the maintenance of their assets in 
a proper manner, or whether these figures reflected a tendency to over- 
spending on the part of the State-managed Railways. It was explained 
that working expenses had naturally to be judged in relation to traffic 
receipts and that by themselves they could not serve as a ciiterion for 
judging either the efficient management of Railways or the manner in 
which they maintained their assets. The efficiency with which various 
Railways were run could be judged from the statement .showing the per- 
centage of ordinary working expenses to earnings given in Annexure C to 
the Chief Commissioner’s Review which showed that every single State- 
owned Railway had decreased the percentage of its working expenses to 
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earnings during the year under review compared to the previous year — 
result only to be expected when the traffic receipts had increased so. 
greatly. As for the proper maintenance of the assets by Company- 
managed Railways, the State employed Government Inspectors who went 
round and inspected these assets and reported to Government if there had 
been any undesirable fall from the proper level of maintenance. 

With reference to item (vii) listed among the important causes of 
savings in grant No. d-A, namely, the non-utilisation of provision for freight 
charges on ballast chargeable to depreciation reserve fund, which was 
wrongly made under this grant instead of under grant 12 on the Assam 
Benegal Railway, it was explained that till the year 1941-42 the renewal 
of ballast bad been charged to the Depreciation Reserve Frmd but it had 
now been decided that this was not a proper charge on that Fund 'and 
these charges, were now, borne by revenue. 

The Committee commented upon the fact that no provision was made- 
for the working expenses of the Bengal Dooars Railway for three months 
in 1940-41, the line having been taken over by Government on the Ist* 
Januai^ 1941, although provision was made in the budget under receipts- 
for the earnings of that Railway. It was admitted that this was an over- 
sigh r in budgeting. 

104. Grant No, 6-B. — Maintenance and Supply of Locomotive Power . — 
There was an excess in the voted portion of this graiit of Rs. 14,39,894 
due chiefly to larger purchase of coal and dn increase in the freight on 
coal. The Committee observed that ’more than half of the excess under- 
freight in this year could have been avoided had provision been made for 
the increase in the rates of surcharge announced in the budget. Although, 
the individual Railway Administrations were unaware of this increase- 
at the lime of framing their budgets, the Railway Board was aware that- 
this increase was going to be made, and should have made the necessary 
modification on the expenditure side as it did on the income side. The- 
Committee further observed that there were a number of defects in 
budgeting in this gi’ant showing an absence of correlation between Rail- 
ways, the aggregate amount involved being Rs. 7-04 lakhs. It was stated' 
that the defects had been brought to the notice of the various Railway 
'Administrations concerned and it was hoped that mistakes of this kind 
■^rould not recur. 

The Committee agreed to recommend that an excess grant should be- 
voted by the Legislature. 

105. Grant No. 6-0. — Maintenance of Carriage and Wagon Stock . — The 
Committee observed that there had been a large saving of Rs. 35*36 lakhs 
over the budget this year and that at least on one Railway this saving 
could have been avoided if the budget provision for credits due to the 
sale of scrap had taken into account the upward tendency in prices as 
disclosed by, the prices realised in previous auction sales. The Committee 
wished in this connection to make a general recommendation that in 
.budgeting the Railway Administrations should bear in mind the trend of 
prices and should frame their estimates not in accordance with prices as 
they were at the time the estimates were prepared but in accordance 
with what they were likely to be when actual expenditure wat; expected' 
to be incurred. 
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106. Grani No. G-E. — Ecc^ienses of Tiafjic Department — ^There was a 
small excess in the \oted portion of this grant of Es. 05,722 due mainly ^ 
to the payment of dearness allowance and more handling and terminal 
charges. The Committee agreed to recommend that this excess should he 
regularised by a vote of the Assembly. 

With reference to an item of loss listed under this gi'ant, namely, the 
loss due to the abandonment of the vacuum exhauster and pipe line 
erected at the Asansol joint station for the sole use of the Bengal Nagpur 
Eailway as the same was not used, it was explained that the facts of the 
case were that the Bengal Nagpur BailWay was being debited large 
amounts by the Bast Indian Kailway for defects in tbe vacnium brakes 
of their wagons. The former Railway thereupon decided to instal this 
apparatus in order lo check the efficiency of the vacuum brakes in its 
rolling stock before »jianding it over but by the time this apparatus was 
installed the standard of maintenance of these wagons improved, there 
v/ere fewer debits for defects in vacuum brabes and it was found that 
this apparatus was not necessary. Tt was therefore returned to stock and 
the amount of loss involved, namely, Rs. 3,546, was due only to the cost 
of erection and dismantleUnent. 

107. Grant No. 6-F. — Expenses of General Deportments. — ^In this 
.grant was mentioned an item of loss on the -Bengal Nagpur Railway due 
to double payment of provident fund money, once to the son and again 
to the widow, of a deceased employee. The payment to the son was 
made on the strength of a certificate given by a Sub- Judge and in spite 
of the fact that the widow had asked for payment to b^ withheld as she 
was preferiiig an appeal against the order of the Sub Judge. The widow 
eventually won the case and payment had again to be made to her. It 
was explained that the principle on the Railways as elsewhere was that 
in contested eases payment was withheld till the expiry of the period 
of appeal. There was no defect in the system but in this particular^ case 
the notice which the widow hud given had been overlooked. 

308. Grant No. 6-G. — Miscellaneous Expenses. — The Committee noted 
that expenditure on gratuities and special contributions to provident 
fund accounted for an increase of Rs. G’2 lakhs over the budget, estimates 
and that the Railway Board’s instructions issued in October 1938 for the 
improvement of budgeting imder this head were not strictly followed on 
certain Railwaj^s. The Committee desired the Railway -Board to invite- 
the attention of the Railway Administrations to the instructions already 
issued and to take steps to see that they were followed in future. 

One cause of excess in this grant was the investment in the shares 
of the Noi-th Western Transport Company Ltd., to enable the Company 
to increase further road services on the North Western Railway. In 
answer lo an enquii-y why the Government of India had invested money 
in 'a private transport concern, it was explained that this company, of 
which Government cvmed 60 per cent, of the shares, had been set up to 
provide feeder seivices on .-the North Western Railway. The Company 
was established in 1930 and had three official directors and two non-official 
directors. It had only 10 permits on the road on which its services were 
run out of a total of 20 permits issued for that road and thus there was 
no question of the Railway establishing monopoly condiiions.' This was 
an experiment which had proved successful and the Company was a 
paying concern. 
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Among the causes for savings in this grant was the abolition of the« 
Organisation Department on the East Indian Bailway. It was explainedL 
that this Organisation Department had been set up on the recommenda- 
tion of' the Pope Committee, its functions being to job-analyse all the 
. functions of the ■ various^ Departments of the Eailways ‘in order, to see 
whether any economies -were possible. The Organisation was not meant to 
be a permanent one, it had been in existence for a number of years, had 
made the necessary investigations and had effected the necessary economies. 
It had fulfilled its object on most Eailways where it had already been 
abandoned and liad now, during the course of the year under review, 
been abolished on the East Indian Eailway also. - 

109. Grant No. 6-H. — Expenses of Electrical Department . — Attention 
was drawn to the Chola Power House, the facts of which case were stated 
to be as follows. The G. I. P. Eailway took its power for running tho 
suburban' electric .service between Bombay and Kalyan-fi'om a private- 
Hydro -Electric firm under an agreement for a period of 15 years beginning 
"from February 1925. The Eailway subsequently decided to electrify its 
main lines from Kalyan to Igatpuri and Kalyan to Poona. The firm 
stated that it would not be able to supply the additional demand and 
consequently the G. I. P. Eailway built a Power House at Kalyan which 
was originally estimated to cost Es. 97*4 lakhs but which ultimately cost 
Es. 1'33 crores, because it was decided to extend it so as to enable it to- 
supply not only the extra demand but to supply the* entire needs of the 
G. I. P. and B., B. & C. I. Eailways. The Power House started 
functioning in June 1929 and supplied energy at a cost below that at which 
the Hydro-Electric Company was supplying it. The annual saving to 
the Eailways from the Power House if the entire electrical energy had 
been supplied by it was estimated at Es. 19 lakhs. "When notice w.as 
given to the Company for the termination of the contract, it offered to 
supply to the Eailways their entire needs at a cost which when added 
to the expense of maintaining the Chola plant as . a 'stand-by, would 
still not exceed the cost of deriving the entire poy^er from the Chola Power 
House. The offer was accepted and the Eailway Power House closed down 
and maintained as a stand-by. There was thus no loss to the Eailways 
while they were assured of an alternative source of supply of power in 
case the Hydro-Electric arrangement broke down. It was further stated! 
-that during the last dry season the demands on the Hydro-Electric 
Company had been so heavy that the3" had been unable to meet them 
and the Chola Power House had been running to full capacity for several 
months. It was suggested that the building of this power house could 
only be justified by the ..situation created by the war which had. suddenly 
increased the demand for electrical energy but that this could not have 
been foreseen at the time that the power house was actually constructed. 
It was stated that this was not so and that the only effect of the war 
was that the power house had been brought into use earHer than it other- 
wise would have been. Discussion on- this question had not finished when* 
the Committee rose for the ’day. 
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^oceedings of the ninth meeting of the Pnhlic Accormts Committee, held on 
Tuesday, the 18th August 1942, at 10 a. m. 


Pbbsent : 

Mr. C. B. Jones, C.S.I., C.I.E,, I.C.S., Finance Secretary. — 

Chcurmcm. 

Moulvi Mohammed Abdul Ghani. 

Mr. Mohammed Azhah Ali. 

Mr. J. Eamsay Scott. 

‘Sir Syed Eaza Am, G.B.E. 

Eunwar Haji Ismaiel Am Khan, O.B.E. 

Sir Eatanji Dalal, C.I.E. 

Khan Bahadur Shaikh Fazl-i-Haq, Pikacha. 

Khan Bahadur Sir Abdul Hamid, C.I.E., 

O.B.E. 

.'Sir Leonard Wilson, Chief Commissioner, 

Eaihvays. 

Air. T. S. Sankara Aiyab, C.I.E., Financial 
Commissioner, Eailways. 

Air. I. S. Puri, Director of Finance, Eailway 
Board. 

‘ "Sir Cameron Badenoch, C.S.I., C.I.E., I.C.S. , Auditor General of 
India. 

Mr. E. E. Seshu .Ayyar, Director of Eailway Audit. 

Mr. E. V. Eamchandani, Controller of Eailway Accounts. 

Mr. A. C. Turner, C.I.E., M.B.E.j I.C.S., Joint Secretary, Finance 
Department. 


1 


i Members. 


1 

^ Wthi esses. 


I 

J 


110. The Committee resumed discussion on the case of the Chola Power 
House, and finally came to the decision, by a majority, that the present 
arrangement by which the Power House was used ns a stand-by was finan- 
cially more profitable to Government than running the power house as 
they got a saving of Es. 19 lakhs and at the same time .saved the oliarges 
for wear and tear and depreciation, that the scheme for constructing it had 
been fully justified and that its construction had been advantageous to 
Government. 

111. Grant No. 5. — Payments to Indian States and Companies . — There 
■was an excess of Es. 12,23,155 in this grant due mainly to the increase in 
the net earnings of worked lines owing largely to the improvement in 
traffic. The supplementary grant of Es. 13‘82 lakhs had proved inadequate 
and the Committee agreed to recommend that the excess should be voted 
'by the Assembly. They noticed a defect in estimating in this grant which 
had resulted in the omission of provision being made in the supplementary 
grant for arrear payment of surplus profits to the M. and S. AI. Eailway 
■Company (Es. lakh) although Government's decision in the matter had 
■been intimated to the Eailway in October 1940. 
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112. Grant No. 3. — Miscellaneous' Expenditure. — ^There was a heavy 
.saving amounting to 7' 7 per cent, in this grantj the main reason for it being 
Jess payment of compensation for land required for a certain work on the 
■Bengal and North Western Eailway on account of delay in the supply of 
funds to the Land Acquisition Officer. The Committee observed that this 
<was tlie third consecutive year in which the hulk of the budget provision 
for land for the' Bengal and North Western Eailway remained unutilised. 
The lapse in this year was due to a long drawn-out controversy between 
d'he Chief Auditor, Bengal and North Western Eailway and the Einancial 
Adviser and Chief Accounts Officer, North Western Eailway, which started 
in July 1940 an^ ended only in March 1941, as to who was the authority 
xesponsible for the provision of funds. It was explained that a new set of 
xules had bejen introduced for the adjustment of inter-Governmental trans- 
.actions as a result of which Eailway Accounts Officers had to undertake 
d;he provision of funds instead of Civil Accountants General and the new 
rules had not at that time been fully appreciated leading to the confusion. 
The Committee however observed that this change was made on the 1st 
■April 19§9 and that there was no excuse whatever for a delay of a year 
'Caused by a petty inter-departmental dispute which- resulted in the holding 
’up of payment to persons from whom the land had been acquired. They 

••regarded this case as a most deplorable example of red-tape and trusted 
"thaj; the Eailway Administration would see that a repetition of this sort 
'Of case was made impossible in future. 

113. Grant 'No. 11. — New Construction . — The expenditure during the 
year was nearly Es. lakhs less than the budget and the percentage of 
saving was as high' as 89G per cent. The main reason^ for the saving was 
the receipt of more credits for released and surplus materials from the 
Sind Eight Bank Feeders Eailway Construction than were anticipated. 
The Committee observed that here again no allowance was made in the 
budgel; for the expected rise in the price of materials. 

114. Grant No. IS. — Open Line Worhs' (Capital and Depreciation 
Beserne Fund ). — In this grant also the savings were heavy amounting to 
15-07 per cent, on the budget provision. The main cause of the savings 
was the postponement, curtailment or non-completion of works as a 
■consequence of delay and difficulties in obtaining materials from abroad 
and the dismantlement of branch lines during the year, which resulted 
In a large amount of unanticipated credits as a result of the adjustment by 
credit to Capital and debit to the Eailway Eeserve Fund, of the difference ■ 
between the original cost of branch lines dismantled during the year and the 
portion of it debited to the Depreciation Eeserve Fund, a decision with 
•regard to which was reached only after e^imates had been submitted. • 

Although no provision was made in the budget for the purchase 
of the Bengal Dooars Eailway, this purchase was financed under this grant 
by reappropriation from savings. The Legislature had thus had no oppor- 
tunity of expressing its concurrence to, or dissent from, the proposal which 
was one of considerable importance. The Committee consequently 
desired that, although it had been held that the buying of a Eailway was 
not a new service, a token vote should nevertheless invariably be taken 
when it was proposed to purchase a Eailway and that such proposals should 
be treated as if they were proposals for a new .service owing to the magni- 
tude of the transactions involved. 
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The Committee observed that on the Bengal Kagpur Eailway funds for 
the provision for worhs were distributed to the spending authorities in excess 
of the lump sum allotted to the Railway as a whole in the hope, Avhich 
did not materialise, that they would be unable to spend up to the sum 
allotted, and' that the Railway Board did not apparently consider this 
to^ be a serious irregularity. The Committee 'considered the i^rocedure 
adopted to be irregular, the regular way . of achieving the same result 
being the allotment by the Railway Board of a larger sum bubject to a 
lump sum cut. The question is of constitutional principle. Under both, 
procedm-es spending authorities are allowed to spend more money than 
has been voted by the Legislature,’ b^ut whereas one has the approval of the 
Legislature, the other has not. 

The Committee also observed that the G. I. P, Railway bad not 
attempted to furnish detailed explanations of the variations under the 
head “Suspense” which had been heavy because they considered that it 
would serve no useful purpose to analyse the inevitable outcome of war 
conditions and that similar difficulties in the verification of explanations 
had been met with by Audit elsewhere as well. Although the Committee 
appreciated the difficulty in war time conditions of furnishing explanations 
for these variations they could not accept the attitude adopted by the 
G., I. P. Railway which, if extended, would lead to the disappearance of 
appropriation accounts altogether and desired it to be brought home to them 
and to other Railway Administrations as well that they must furnish expla- 
nations in future. ' ■ 

The Committee observed that the omission to provide for the capital 
cost of additional quarters on the Assam Bengal Railway, although the 
necessary provision for the additional revenue expenditure had been made 
in the budget, disclosed a serious defect in the - budgeting system. They 
also commented adversely on the lack’ of correlation between the several 
divisions of the East Indian Railvray as a result of which the estimates 
for "Track Renewals’’ were throvm com^delely out of gear, ^ 

115. Grant No. 8. — Interest Charges . — ^There was a pettj- excess of 
Rs. 64 in this grant which the -Committee agreed to recommend for regu- 
larisation by a vote of the Assembly. 

116. Grant No. 10. — Appropriation to Reserve . — ^There was an excess of 
Rs. 1,67,13)508 in this grant due to a. much larger net surplus than was 
expected as a result of the improvement in earnings. The Committee 
agreed to recommend that the excess should be voted by the Assembly. 

117. The Committee noted W’^h satisfaction that there had been no 
unnecessary supplementai-y grants during the year under review, -against 
two in the previous year and one in the year previous to that. . . There 
had however been one unnecessary supplementary non-voted .a'ppropri.-jtion 
in Grant No. 6.G, but the Committee after an examination, of the' reasons 
for the supplementary allotment not being used agreed that the explanation 
furnished was satisfactory.',. 

118. The Committee then examined the accounts of the Railway Reserve 
Fund. This had received a credit during the year under re^new of Rs. 6*30 
crores and there had been withdrawn from it a sum of Rs. 90 Inklis. It 
was explained that this, debit was to meet that portion of the original cost 
oi certain branch lines dismantled during the ’year which was not covered 
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by the amount accumulated in the Depreciation Eeserve Fund in respect 
of these lines plus the value of released materials. The total cost of lines 
dismantled during the year was Es. 2'46 crores .and the Eailways had 
received a credit from His Majesty’s Government during the same year 
of Es. 75 lakhs in payment -for the rails sold to them. 

.^■119. The Committee next examined the accounts of the Depreciation 
Eeserve Fund. They observed that the Fund possessed investments to the 
value of Es. 31 lakhs while the Eailway Eeseiwe Fimd also contained in- 
vestments to the value of Es. 43 lakhs. It was explained that these invest- 
ments, trom the Depreciation Fund were made at a time when there was 
no money in the Eeserve Fund and as it had been found necessary at the 
time to make certain investments in Branch Line - Companies the invest- 
ments n*ere made irom the Depreciation Fund. The Committee were 
sornewhat doubtful as to -whether it was correct in principle for money 
in the Depreciation Fund to be invested in shares of Branch Line Com- 
panies but they observed that there \vas in any case no necessity to split 
up, the investments of the Eailways into two Funds and therefore desired 
that -the investments from the Depreciation Fund should be transferred to 
the Eeserve Fund. 

120. The Committee next examined the statement showing the per- 
centage of ordinary working expenses to earnings in respect of State-owned 
Eailways (Annexure C to the Chief Cbmmissioner s Ee-^iew) and noted 
that the operating ratio had shown a very considerable fall in all the Eail- 
ways. The Committee however observed that this statement ■'vas limited 
to the results of State-owned Eailways only. They desired that in future 
similar statistics should be given with regard to that portion of the Bengal 
and North Western Eailway wLich was Company-owmed and Company- 
managed in a footnote to this statement which would be useful for com- 
paring the results oi State-owned and Company-owneo .railways. 

121. The Committee then considered the general paragrajjhs of the 
Audit Eeport and concurred with the conclusion of Audit, which had been 
reinforced by their o-wn independent examination of the grants, that on 
'the whole in budgeting for the year under review' the Eailways bad not 
taken sufficiently into account the expected rise in prices and that this 
factor had been the largest single disturbing factor in the budget,. They 
appreciated of course that it w'as impossible for any accurate estimate 
to be made of -^vhat the prices W'ere likely to be but considered that it 
should have been possible for the Eailways to foresee that there W'ould, 
during the course of the year, be a rise in prices and that therefore a ease 
like that oi the East Indian Eailway, which had made no additional provi- 
sion, in its budget estimates on 'account of rise in prices, showed a serious 
defect in budgeting. 

122. The Committtee next 'considered the cases of losses-, nugatory 
expenditure and financial iiregularities listed in Chapter II of the A.ndit 
Eeport. 

With reference to the case reported in paragraph 26 of the Eeport 
which had caused a loss to ,the Eailway Administration amounting to 
about Es. 6,000 through the action of a l)istrict Engineer accepting an 
assignment deed by a contractor in favour of a third party w'ithout reference 
to the Law Officer of the Eailway, it was stated that the case bad been 
brought to the notice of all Eail-Way Administrations in order to prevent 
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-'a.rqpetition of a similar mistake occurring elsewhere. The Committee were 
however not satisfied with the instructions issued and desired that tlie - 
Eailway Department should issue explicit instructions to Eailway Admi- 
nistrations enjoining upon them that executive officers should not by 
implication, or otherwise, accept any staiement of a legal nature, such 
as an assignment or transfer of right without consulting the legal advisers 

• of the Eailways. 

With reference to the very important case reported in pamgraph 28 
fof the Audit Eoport in which there had been serious irregularities in un 
Engineering Division on the North Western Eailway, while the f.’ommittee 
were satisfied with the change that had been made in the sys’tem after the 
irregularities had been discovered it was suggested that it might be 
.-advisable to prescribe that Divisional Superintendents should also do an 
occasional test check of works. It was however ex])lained tliat- Divisional 
Superintendents were iiot necessarily Engineers and that in any case to 
prescribe test checks to be carried out by officers of that status would be 
-to carry the px'inciple of test cheek too far. The Committee were <.f the 
view that the punishments accorded in this case were -prima. facie inade- 
•quate particularly in the case of the Accounts staff, but it was explained 
-<hat in addition to the ])unisbments listed in the Eeport the promotion 

• of the Senior Auditor bad been stopped. It was also explained that the 
Eailway Department desired to prosecute the persons involved in this 
irregularity but they were advised that there was not sufficient; legal 

• evidence to warrant a conviction. 

With reference to the case of irregularities in labour pay sheets on 
the Eastern Bengal Eailway reported in paragraph .31 of the Audit Eeport, 

• it was stated that there w'ere now Finger Print Inspectors on three Eail- 
ways and that the Eailway Board had already imder consideration the 
.question of extending the system of these Inspectors to aU Eailway Admi- 
nistrations. It was staled that the departmental action against, the Per- 
manent Way Inspector was that the special contribution to his Provident 
Fund was reduced by 25 per cent, and that the Time-keeper was dis- 
charged. No stronger action was taken against the Permanent Way 
Tnspector as he died vexy shortly after the conclusion of the case. 

123. The Committee then took into consideratioxi the Alemorandiim 
‘(Appexidix X) px-esented bv the Enihvay Board oji llie di.scontinuaxxce 
-of December and March Eeviews of the latest estimates of the x-equire- 
meizts of Eailway 'Admmistratioxxs. TJie Committee accepted the conten- 
tion of the Board that the Decexnber and Afarch Eeviews involved unneces- 
sary duplication as they contained no ndditioxinl information to that cofx- 
tained in the revised estimates and to final modification Statements and 
therefore agreed that these December and March Eeviews shoxxld be 
discontinued. 
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■Pr^e^ings o£ the tenth meeting o£ the Pnhlic Accounts Committee, held on 

19th August 1942 at 10 a", m. 


Present : 

Mr. C. E. Jones, C.S.I., C.I.E., I.C.S., Finance Secretary. — 
Chairman. 

Moulvi Mohammed Abdpl Ghani. 

Mr. Mohammad Azhar Ali. 

Mr. J. Eamsay Scott. 

•Sir Syed Eaza Ali, G.B.E. 

Pandit Lakshmi Kanta Maitra. 

Kunwar Haji Tsmaiel Ali Khan, O.B.E. 

Sir Eatanji Balal, C.I.E. 

Khan Bahadur Shaikh Eazl-i-Haq Piracha. 
lihan Bahadur Sir Abdul Hamid, C.I.E. , 

0. B.E. 

‘Sir George Spence, G.S.I., C.I.E., I.C.S., 

Secretary, Legislative Department. 
iMr. M. Kaul, Deputy Secretary, Legislative 
Assembly Department. 

• Mr. C. M'. Trivedi, C.S.I. , C.I.E., O.B.E., 

1. C.S., Secretarj-. War Department. 

Mr. G. Mackworth Young, C.I.E., F.S.A., 

Joint Secretary, War Department. 

Mr. C. MacI. G. Ogilvie, C.S.I., O.B.E., 

I.C.S., Secretary, Defence Depart- 
ment. 

'Sir John Thorne, K.C.I.E., C.S.I., ' I.C.S,, 

Secretary to the Governor General, 

Public. 

Hao Bahadur V. P. Menon, C.I.E., Deputy 
Secretary, Secretariat of the Governor 
General (Eeforms). 

j- Sir Cameron Badenoch, C.S.I., C.I.E., I.C.S. , Auditor General of 
. India. 

Mr. S. G. Gupta. Accountant General, Central Eevenues. 

Mr. V. D. Dantyagi, Deputy Director, of Audit, Defence Services. 

Mr. A. C. Turner, C.I.E., M.B.E., I.C.S., Joint Secretary, Finance 
Department 


y Members. 


J 


> Witnesses. 


Legislative Department. 

124. Grant iVo. 13. — Council of State. — ^W^ith reference to the moditioa- 
4ion in sub-head A, it was explained that the President did not draw 
•salary throughout the year but drew it only for the period of the session 
and for a fortnight before and a week after the session. The sessions 
'during the year under review having been shorter than anticipated, there 
was a saving under the sub-head. 



,^,125. Grant. N.o. 26 —AdminiUtation of Justice;. — -Witb. ^refareirce 
saving ii] column 4 of , suV-Iiea5,B;'"4"in grant/ it ; was "explained'' 

Assam had been receiving a fixed payment of :dis. 3,600 per annum for ' 
the services rendered to the Government of India by its. law olficers.; , , 
During the year under review the question was raised, as to whether therb 
was, I sufficient j'ustificatipn for ■ this (payment. . It was ultimately decided; 
that the payment should be reduced ..to Its. 1,000 per annum,' this arrange- ‘ 
ment to last for the next five years. But as the year had ended before- r. 
a decision in the" matter was amved at no payment- either at , the old. or 
at the new rate, was made to Assam. , .. • 

126. External Affairs. — India’s contribution to. the, League of Nations \ 

in the year 1941 was Ks. 7,44,650 and the' c-stimate for the ear 1942 ' r 
was its. 7,60,000: In 1940 the amount paid had been 11s. 9,40, 8lS6. The 
decrease frond the figure of 1940 was due to a very large reduction in the', 
total expenditure, of the League to which India, and every other Meniber, 
contributed in the proportion of the number of Unitf- ailotted to her as 
compared with the total number of units. The reduction in the actual ,: ; 
amount payable by India was less than ])ropovtionate to the reduction in-' 
total expenditure by reason of resignations from the. League 'and the suspen- 
sion of payments by’’ enemy^-occupied coiihtries.: which had .resulted in a, 
reduction of the 'total number of units to 472, of which 48 ^yere , allbeated 
to India as compared with pre-war figures of 923 and 49 respectively-. . The. 
financial affairs of the League are at present jnanaged by 4 supervisory 
committee which' consists of 8 members. India is not, represented on this- , 
committee. ■ : ' . : . / : \ . . 

War Department. , . ’ , 

127. Grant No. 63. — Miscellaneous. -EWiih reference to' sub-head I, .lit. 
W’as explained that the Indian Soldiers' Board was an organisation .meant , 
to look after the’ welfare of ecc-soldiers. There were Soldiers’. Boards in - 
every Province and in Piajputana and .there w’as a Central body, of which, 
the JJon’ble the Finance Member was Ghairman and an, Under Secretary/ 
in -the War Department ex-officio Secretary for’ wduch additional h’ork he- • 
received special pay. The Bajputana Soldiers' Board, corresponded to the; 
Soldiers’ Boards in the Provinces. It had been felt that the financing of- . 
the Eajputana Board by the Central Government was anomalous in. view 
of the fact that the Provincial Boards were not so financed and the ques- 1 
tion of discontinuing payments to this Board had: already .been taken up -, 
and was under active consideratio'n. 

Secretariat of the Governor General (Reforms). ' • . ^ ; 

128. It was 'explained that the functions of this Secretariat briefly • 
stated were to adrise the Governor General on constitutional matters, to 
interpret the Government of> India Act 'on ' its ' con'stitutional, as distinct ", 
frqin its. legal, aspects— a dirty wmich.this Secretariat -vvas particularly fitted. ’ . 

. to .perform in view of its association with the drafting and- implementation 

of the Government of'India, Act (1935)— and to serve as, a nucleus ofecerih .’ - 
■preparation for a ppst-war.reyisionuf the Cphstitution. , , .. . , ' 

-129'; With- referenhe to paragraph, 49 of these proceedings,' the . AuM-or ; 
General made a statement explaining h'ow.;,the delay. in;.thelveneashmenL -7 
of the cheque took place. The,ch^qpe_had been made out by the- Imperil, ! 


«b6uneil of Agricultural Kesearch on„tlie New Delhi' Branch of the Imperial' 
Bank of India and was 'sent to the Accountant General, Central Eevenues, 
on the 4th February 1942. It was delayed in the office of the Accountant 
General for 20 days, being returned to the Secretary of the ’Imperial 
Council of Agricultural Beseareh on the 24th February 1942. The 
Accountant General, Centi’al Eevenues, did not cash the cheque himself 
because he was not the Adjusting Officer for this transaction and he wished 
to avoid the unnecessary complications which would have hecn caused by 
this item having had to be passed through the Exchange Accounts with 
the Accountant General, Bombay, and there seemed to him to be ample 
time to" permit of encashment through the, correct Accounts Officer before 
the end of the year. The cheque remamed with the, Imperial Council of 
Agricultural Eesearch from the 2oth February till the 21‘-t Ilarch 1942, 
and was eventually received by the Accountant General, Bombay, through 
the Director General of Observatories, on the 26th' March 1942. The 
Accountant General, Bombay^ sent the'cheque immediately to the Ee serve 
Bank for Encashment but as the cheque was drawn on Few Delhi and 
presumably owing to the rush of end of the 7 >^ear transactions credit was 
not' gi^'i'e^i mr it till the 3rd April 1942. The, Auditor General slated that 
his statement on the previous occasion that this credit though effected <',n 
the, 3rd April, could have been taken into the accounts of the previous 
March was incorrect, as the convention with the Eeserve. Bank to vhich 
he had refen'ed related only to inter-Governmental transactions and the 
Imperial Council of Agricultural Eesearch was not a Government Depart- 
ment. The Committee considered that both the Accountant General, 
Bombay and the Communications Department, who had never come into 
the picture at' all, were blameless in the matter and that the responsibility 
for this muddle lay partly with the Accountant General, Central Eevenues, 
tmt mainly with the Imperial Council of Agricultural Eesearch who had 
kept the cheque with them unnecessarily for almost a month. 




Proceedings of the first ineeting of the ^ttUitary Accounts CommiU^ 
; ' ..on 'Mohhay^'lie' 3rd '.August 


Present: 


Mr. C. E. Jones, C.S.I.j G.PE.,' i.G.S.,' Finance Secretary 
' Chairman. ' I' . f ' >, ■ ' . ’ ^ 


Maulvi Mohammad Abdul Ghani- . ' i . ■) 

Pandit Lakshmi Kanta Maitra. . j 

Kunwar Hajee Ismaiel Ali .Khan, O.B-E. ^ ^ Members.V 

Mr. A. G.; Turner, 'ai.E.i M.B.EJ, ; LG:.S.i:| / v / 

Joint SecreWy, Finance Departnient. :J ' 

Mr. G. M. Tuivedi, G:S.I., G.I.E., O-B-EV,*^: ;v^,v 

I.G.S.,. Secretary, War Depai’tmerit. . \ 

Mr. E. T. Goates, C;SJ., G.I.E., LG.S:;' { •; ; ; ^ 

Financial Adviser, Military Finance. i. - ^ 

Mr. M. B. Goburn, G.I.E., O.B.E., Additional 
Financial Adviser,' Military Finance.' ' ^ 

Mr J. Parley, O.B.E., Military ‘ Accountant ' ; 

General. ■ ' ^ 

-Mr. A. deG. Sebastian, Deputy Financial /, 

Adviser, Military' Finance. ' J- ■ ■ ; ’ ^ ^ 

SiF Cameron Badenocji, C.S.I,, CrLE:., I. O'. S.,;‘A;Uditor General o|'. 
India. .■ ■ • ^ 


Mr. V. D. .DAntyagi, ‘ Deputy Director of Audit, Defence Services. ■ ; 


At the commencement of the meeting Mr. 'E.', Jones,' Finance Secre- 
tary, explained that in the absence of the Hon ’hie ,tl^e Finance : Member _ 
•who was away in England on- official. business he had been .appointed by 
the Governor General to perfoim the function^ assigned -to . the FinELiice ; 
Member under the Indian Legislative E-ules: in respect of Rule 51 (5) a^^^ 
a consequence of which he became cx Chairman - of the , Public- 

Accounts Committee. The, Military Accoiints^Committee Ayas an. informal- 
Committee consisting of the Hon’bie the Fmance Member, the Secretary V 
to the Government of India in the Finance Department' and three members.. ' 
elected by the Public Accounts Committee. It was proposed and Accepted' 
by the Committee that in the absence of the Hon’ble'the Finance Member.; 
the Finance Secretary 'should act as Ghairmah of the Military. Aeepunts. ,"; 
Committi?e and that the Joint Secretary in the Finance . Department,. 
Mr. A. C. Turner, should attend in place of the Finance •Secretary ’ As; 
the constitution of this -Committee followed .a recommendation by the 
Public Accounts, Committee^ it ^was decided - that this .temporary change- : 
in its constitution should be reported for the approval .-'of the -latter,. :,.V 

2. The Auditor General •: stated, that Mr.. C. V.; S. . Rao ..who/ H^^ 
prepared the Audit Report on. the .Defence. Services as. Director of -Auffit,;;;. 
Defence Seiwices, ,had unfortunately brohen ' down, in health and ' 
therefore unable to be present at the meetings of the . Committee^ .He' ^ 
had therefore asked. Mr, V. D. Dantyagi,' Deputy .' Director ..of 'Audit,. 
Defence Services, who had been in constant : touch with : developments, 
during the year, to attend the meetings m’ place of the Director of Aiidito.' i 
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3. The Committee then proceeded to consider tHe items relating* to '' 
the Defence Services in the statement of outstanding recommendations 
made in previous years. 

Item 24 , — ^With regard to the recommendation that steps should be 
taken to ensure an adequate supply of Cost Accountants for the Supply 
Department, a Memorandum (Appendix XI) was presented to the Com- 
mittee \^hich indicated the steps hitherto taken to implement its recom- 
mendations. The Committee expressed themselves as satisfied with the, 
action taken. In answer to a question it was stated that the number of / 
oflBcers at present under training in Cost Accounting- was about 5. 

Item 26 , — ^The Committee-, noted that their recommendation that the- 
selling prices of milk, butter and cream sold to the troops from Military 
Dairy Farms should be so fixed as to make the Farms pay their way had 
been accepted, that revised rates for sale had been introduced and that it 
had been provided that these rates should be reviewed annually when the. 
results of the previous year’s working were known. 

4. The Committee then took up the examination of the Appropriation- 
Accounts of the Defence Services for the year 1940-41 and the Generali 
Heview by the Financial Adviser, Military Finance, The general principles 
of the financial settlement with regard to war expenditure between India, 
and England, which the Committee had exhaustively discussed last year,, 
were briefly touched upon and the Committee dwelt in particular on the. 
methods of evaluating India’s share of the cost of war measures. They 
noted that these metho^ds of assessing India's liabilities under the settle- 
ment had been evolved in consultation with the Director of Audit. Defence 
Services, and that not only the principles of such valuation but also the* 
actual figures of allocation were checked by the Director. They were 

'satisfied that the methods evolved for determining India’s share were 
satisfactory and appreciated the safeguard to both parties which was pro- 
vided by a reference to Audit at each stage of the evaluation. 

5. The Committee commented upon the large excess of Es. 20,09 lakhs-- 
of actuals xmder the new Main Head “3” over the budget provision. It. 
was explained that the reason for this excess was that only the cost of 
such commitments as had already been put into force or were in train 
at the time of preparing the budget estimates for 1940-41 was included in-, 
those estimates. They deliberately did not provide for measures that 
were not at the time foreseen, though it was obvious that a much larger 
expenditure would become necessary than was provided for in the Budget. 
The reason for this was that in the absence of any data any estimate would* 
have been a shot in the dark and to frame an estimate on the basis of" 
guess work was a course it was not 'considered desirable to follow. The 
Hon’ble the Finance Membei- had explained this to the Legislative Assem- . 
bly which had accepted the method of budgetting adopted. 

6. Whh regard to the excess of Es. 351 lakhs which the actuals under- 
the new Main Head “3” showed over the modified appropriation, the 
Committee accepted the explanation offered, which had the concurrence of" 
the Audihti General, that as the greater part of the adjustments against 
this head wore carried out some months after the close of the financial-, 
year and were based on data which had not been and could not have been 
collected at the time of preparing the modified appropriation it was- 
impossible to foresee with any exactitude the results of these complicated^ 
adjustments so far in advance. 
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Arising out of this excess it was suggested that part of the explanation 
'•miglit lie in a too frequent change in the plans of the Defence authorities 
which resulted in works being commenced and then abandoned without 
completion. The Committee, while admitting that the exigencies of the 
war and the changes in the strategic situation often demanded changed 
in 'plans and that works in the course of progress on which considerable 
sums of money might have been spent might, by pressure of events, 
have to be abandoned, were concerned that even so there should bc.no 
avoidable wastage by a too light hearted'use of the powers ol lower forma- 
tions. It was explained that it was the constant endeavour of the Militai’y 
Finance Department to prevent avoidable waste, that that Department 
was, by rmd large, satisfied that plans were not changed too lightly, that 
cases of abandonment had to be reported to that Department which 
enquired into the reasons for the abandonment and that, as an additional 
safeguard. Audit investigated and commented upon important cases , of 
infructuous expenditure; but that when a Department vvas .spending 
colossal sums of money and plans had often to be made and works under- 
taken under veiy considerable pressure of time it was impossible that a 
certain amount of wastape and infructuous expenditure should not ariss. 
The Committee recommended that the whole position with regard to the 
abandonn.ent of partially completed works should be re^^ewed with the 
•object of finding out whether improvements could not be made in the 
system .so as to prevent the undertaking of ' expenditure without full 
knowledge of the’ facts and the consequent abandonment of schemes aiid 
wastage of ])ublic money, and that a report should be made to the Com- 
mittee at its next session. 

7. The Committee welcomed, the policy that was now being adopted of 
restricting to the minimum independent piu'chases by local Defence 
authorities, and appreciated the action which had been taken in pursuance 
of tfiis policy of reducing the powers of local purchase of Chief Ordnance 
Officers from Es. 10,000 to Es, 1.000 and the arrangements which were in 
train whereby the activities of local Defence authorities in the m.atter 
of sanctioning contracts for stores and works would be subject to review 
by touring oflficers from General TTeadqunrters including representatives 
of the Military Finance Department. They also desired in this connection 
to be furnished when the legal proceedings had finished with a report on 
the facts of the case mentioned in paragraph 10 in which serious frauds 
had been perpetrated against Government in the purchase of stores by 
-local authorities and of the action taken by the departmental authorities ' 
as well as the result of the case in the courts. 

8. The Committee noted that the expenditure during the year by the 
M. E. S amounted to Es. lOJ crores, which was more than six times the 
normal peace time expenditure, and that the percentage ol objectionable 
outlay to the total expenditure on works during the year had fallen to so 
low a figure as -00 as compared to I’TO in 1939-40. They however 
observed that these figures were not strictly comparable as the abnormally' 
low figure this y^ear was due to the special procedure adopted for emergency 
works, under which financial autborities authorised expenditure on urgent 
works in anticipation of administrative approval, such expenditure not 
being treamd as objectionable outlay. They also noted that there had 
been a sudden drop in the percentage of establishment charges to works 
expenditure from 18‘96 in 1939-40 to 6'76 in the year under review.' 
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Tliis 'figure , bad' never been even approaclied on tbe civil side and the 
'Committee were somewhat concerned at tbe possibility tbai so abnormally 
low a figure might reflect tbe absence "bf proper superwsion. • 

9; Witii regard to tbe recompilation of' the . standard schedule of rates, 
which had still not been completed and worh on which was still in progress, 
the Comiuittee ’ were of the tentative view that ’ this , compilation might 
nbt now serve any useful x»urpose and desired that the 'question of dropping 
if should be considered. 

f 

10. The Committee then went through the Annendiees sliowing losses 
of cash, overpayments, etc., listed in them and were pleased to sec that 
the total of the lo.sses was extremely small compared to the amount of 
•expenditure involved. 

^1. The Committee then considered the Commercial Appendix to Ihe 
Appropriation Accounts -and noted that the Dairy Fai-ms had this ye^r 
shown a profit of Es. 81,814, against a net loss 'of Es. 49.101 in "the 
previous year. They, however, observed that this profit was arrived at 
by allowing interest to the extent of Es. 52,956 to the Military Dairy 
'Farms on the opening credit balance of accumulated profits in the Eeserve 
Fund which it had now been held to be contrary to correct accounting. 
The Committee, however, agi’eed that the Military Dairy Farms were 
entitled not to be charged interest on the capital advanced in the past out 
•of the profits earned by them and that this item had been Oorrectly 
excluded from the Commercial Accounts notwithstanding the indication 
to the cojitrary contained in Note 2 on page 26. • They had no comments 
to offer on dhe remaining items in the Commercial Appendix. 

12. The Committee then proceeded to consider the Audit Eeport, 
Defence Services. 

With regard to the very serious case mentioned in paragraph 6, 
in which tliere had been great delay and confusion in the submission of 
store accounts in respect of some Local Naval Defence Vessels, it was 
stated that the present position was that of the 55 accounts outstanding 
, hS had been received but that since then a further 278 accounts (34 for 
the period ending 31st December 1941 and 244 for the period ending 31st 
March 1942), had become overdue on 1st June 1942. Various admini- 
strative instructions had been issued by the E. I. N. authorities to ensure 
the prompt submission of the accounts and an E. I. N. order had been 
issued warning Commanding Officers that they were personally responsible 
for the timely accounting of stores and that any losses resulting from 
disregard of their responsibilities were liable to be charged against them 
personally. A Fleet Accounting Officer and staff had been deputed to 
examine the accounting position of each base and each ship with a view 
to clearing up 'the position. 

The Committee viewed with great concern the utterly chaotic state of 
- at least part of the Naval Stores Accounts which this case disclosed and 
were of the view 'that so complete a breakdown of the machinei-y of 
Stores- accounting disclosed a fundamental administrative defect for 
which the Indian Navy could not be held free from blame and which it was 
necessary to cure with the utmost possible expedition. Wlflle they could 
understand the initial disorganisation consequent upon the outbreak of 
war, and delay in the submission of the accounts for a short period 
thereafter they ‘were quite unable to find any excuse for the continued 
non-Bubmf?s:on of the accounts for vhe later period. They consequently 
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desired Ural the general question of ensuring the proper maintenance of" 
Stores accounts in the Navy should be taken up at once, that adequate^ 
assistance should be provided for the Commanders of ships for the main- 
tenance of such accounts if the lack of such assistance had contributed 
to the present state of affairs, and that the orders just issued with regard^ 
to the personal responsibility of Conmianding Officers should be strictly 
enforced. They further desired that a report should be submitted to 
them of the action taken, and of the extent to which such action liatf 
proved or was likely to prove effective. 



73 


Pxoceedings of the 2nd meeting of the Military Accounts Committee hel 
on Tuesday, the 4th August 1942, at lO a.in. 


Present ; 

Mr. G. E. Jones, C.S.I., I.C.S., Einance Secretary. — 

Chairman , 


Maulvi Mohammad Abdul Ghani. 

Kumvar Hajee Ismaiel Ali Khan, O.B.E. 

Mr. A. C, Turner, C.I.E., M.B.E., I.C.S., 

Joint Secretary, Einance Department, 

Mr. G. M. Trivedi, G.S.i., G.I.E., O.B.E. , 
I.G.S., 'Secretary, War Department. 

Mr. E. M. Jenkins, G.S.I., G.I.E., I.G.S., 

Secretary Supply Department. 

Air. E. T. Goates, G.S.I., G.I.E., I.C.S., 
Einancial Adviser, Military Einance. 

Mr. M. R. Coburn, C.I.E. , O.B.E., Additional 
Einancial Adviser, Alilitary, Finance. 

,Mr. Zahid Hussain, C.I.E., Additional 
Einancial Adviser, Supply. 

Mr. J.' Parlby, O.B.E., Military Accountant 
General. 

Mr. A. deC. Sebastian, Deputy Einancial 
Adviser, Military Finance. 

Sir Cameron B.adenoch, C.S.I., C.I.E., 3.C.S.. 
India. 

Air. R.am Gopal, Controller of Supply Accounts. 

Air. Y. D, Dantyagi, Deputy Diiector of Audit 


1 

J 


embers 


y Witnesses.. 


.Auditor General of 


Defence Services. 


13. At the commencement of proceedings, a Memorandum (Appendix. 
XII) was presented to the Committee fumi.shing certain detailed hgures 
and information regarding the excess of Es. 56 lakhs under the new Alain^ 
Head 2 referred to in paragraph 7 of the Einancial Adviser’s General 
Review of the Appropriation Accounts, which information had been asked> 
for by the Committee on the previous day. 

14. The Committee then continued its examination of the financial 
irregularities listed in the Audit Report. . 

I 

With regard to the case mentioned in paragraph 11 in v.'hich 1,100 tonS' 
of Atia ordered from a mill after test in a Military laboratory were dis- 
covered to be unfit for issue t-o the troops, it was stated ,that the mill liad 
been black listed and the' officer who was responsible for passing the 
consignments had been censured. The Committee was inclined to the 
view that a censure in such a case was not sufficient puuishmem>, but it 
was explained that it had not been possible definitely to determine whether 
there had been substitution by the mill after the sample had been tc'steji 
or whether the officer responsible for the testing had not performed his 
duties satisfactorily, ^ 

W'ith regard to item 25 of the statement of outstanding recommenda-^ 
tions, in which the Committee had asked for a report with regard to the^ 
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incomplete stol’e accounts and ipregularities, in ' stock * in tl Gamsoii 
, J3ngi]ioer’s office wliicii had led to the omission to fix a reserve price lor 
the auction of old copper wire, as a result of which the price realised had 
steadily decreased while the .price of copper hud been steadily nppreeitit- 
ing, it was explained that owing to the lapse of time it had not been 
possible -to reconstruct the accounts to see whether there had any 

leakage other than that reported. Tn view of the fact that the total sum 
involved'in this case was only Es. 135, the Committee were satisfied that 
the disciplinary action taken against the individuals concerned, who liad 
heen warned or severely reprimanded by the local executive authoriiios, 
w'as sufficient. 

15 In this connection it was explaincd that cases of disciplinary action 
against officers on account of financial irregularities for which they were 
resjjonsible wei'e i*eporled to the Military Finance Bcparimcnl, who could, 
if they considered the action taken to he insufficient to meet the needs 
of the case, take the matter up to tlie, Cominandor-in-f'hicf and ultimately, 
if necessary, to the Executive Council. The Committee eon.^idered this a 
valuable safeguard against financial Irregularilles being treated too lightly 
by the administrative authorities. 

lb. On a general review the Committee concurred with the conclusion 
of Audit that, having regard to the increase in the volume and eompie.vity 
• of the trausuctioub aud the conditions oi emergency which prevailed 
throughout the year, the standard of financial admunstrution iuul been 
generally satisfactory. 

17. The Committee then considered the cinergencj jirocoilure iu- 
■ troduced for sanctions to w'orks and works contracts described in para- 
graph IP of the Audit lleport. They noted that the praidice in a few 
cases of giving out w'orks on a cost cum profit basis iiad been found io be 
unsatisfactory, as in the absence of any check enabling the deteriuination of 
cost it led necessarily to an effort by the contractor to inrlatu Jiis costs 

^and thereby increase his profit; and the Committee therefore were ]deu5ed 
to see that orders had been issued definitely prohibiting the •mtering into 
of an\ such contract except in exceptional circumstances. In this con- 
nection however they failed to undensiand how a lump sum lender t.ould 
be accepted on a cost cum profit basis as had been done in the case 
reported in sub-para, (a) of paragraph 19, particularly wiltiom any details 
of costs or ineasureinenis being given. 

18. The Committee observed that tlie amount of work* required to be 
done in most areas now' exceeded the capacity of those .uvas. These 
conditions they agreed made effective competition impracticable and they 
aceej>ted as inevitable, wdiile they did not -welcome, the furMi'’r delegation 
of powers to Chief Engineers who wore now' ompov, ored to oniev into 
contracts without competition to an unlimited value, the former limit alien 
of such pow'ers to Rs. 3 lakhs (which had lately been increased io Es. 10 
laklis'^ having now' been removed. They w'erc. however, surprised to 
observe that even the meagre safeguard of a prior consultation with the 
Controller of Military Accounts, which the rules prescribed, liad in some 
cases not been follo-wcd and only an cx 'post facto apjiroval obtain- 
ed. They presumed that the cases in wdiich this had heen done were tvll 

-cases of extreme urgency, but they desired to stress that the pica of 
urgency should pot normally he allowed to^ override the •operation of the 
rules and that w'henever this plea was put forward it should be submitted 
‘to' close scrutiny in order to prevent its’ abuse. 
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19. The Committee agreed that with the increasing contraction of 
the field over which competition was operative it would become more 
and more difficult to determine what were reasonable rates to pay, and. 
that tliC' checks applied normally by the :6nancial .authorities and by 'Audit 
adiich had all been evolved on the basis of a competitive economy would 
increasingly prove inoperajiive. Bince financial control as uuderdood in 
normal tunes had to a certain extent already' and vbuld peihaps to a 
larger extent in futm'e have to become necessarily less rigid, it was 
imperative to evolve some other system to ensure that wastage <bd not 
occur in the placing of contracts for works. The Comniittec therefore 
warmly welcomed the suggestion of Audit that the departmental and 
financial authorities at headquarters should make a periodical review of all 
important non-competitive contracts, and appreciated the fact that in 
pursuance of this recommendation orders had already been issued to the 
Chief Technical Examiner to carry out periodical visits to local M. B. S. 
offices and to examine the terms of contracts entered into by them as 
well as the general jirocedure follow'ed in placing such contract.s. They 
were . however not completely satisfied that, having regard to the large 
sums of money involved and the extreme importance of preventing extra- 
vagance and waste, the possibilities of which under, a non-competitive 
system were great, this w^as all that could be done in this dirccition They 
therefore desired that the matter should be further pnrsv.ed by the 
financial and administrative authorities concerned and that the Committee 
should be kept in touch -with such developments as might take place in 
the direction of more effective contml. 

20. The Committee then considered the case reported iri jnragrnph 20" 
of the Audit Eeport in which a most unusual procedure had been adopted 
for the construction of two large blitting projects in a certain C’ommand. 
While they did not wish to stress the other unusual features that this 
ease presented thev desired very strongly to emphasise that great care 
should be exercised before an exceptionallv short time limit for the 
construction of a work was included as a condition of the contract, and 
that whenever time limit was co inf^luded a pennltv chiuse should in- 
variably be introduced, and enforced, for the non-completion of tlie work 
wuthin the prescribed time. The absence of such a danse tended to bene- 
fit the dishonest contractor who could well afford to ru’omise to finish the 
work wuthin the time required wuthbut intending to fulfil his nromise. 
Further the Committee desired that the militarv authorities should avoid 
as far as possible the classing of woi'ks as ex^-remelv urgent wtien they 
were not necessarilv so, for this svstera not only caused wantage hut also 
interfered with the prior execution of works of real importance. 

2J.‘ The Committee then went on m consider the system .adopted for 
the war time purchase of stores. It was explained that for the purchase 
of jure and jute goods, the Jute Adviser to Government, who was Chair- 
man oi the Jute Mills Association, acted also as a purchasing officer on 
behalf of Government. The exceptional arrangement followed in this ease 
— ^for in no other does the Adviser make au-v purchaseb — it was explained 
was due to the peculiar organisation of the industry and the speculative 
nature of the jute market and this method of purchase had been 
evolved owing to the very large orders for jute' which had been placed in 
India by H. M. G. shortly after the commencement of the war and ^^hieh, 
jf they had been put into the open market, would have completely dis- 
organised it. The practice was that the ^Tute Adviser decided the price 
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»at ■which a purchase was to be made and allocated the demand to the 
•various members of the Jute Mills Association according to their loomage. 
This price was determined independently of the Supply Finance Dei/art- 
jmenr, but it was^ stated that in future that Department would he consult- 
ed before prices were fixed. It was further stated that in recent months 
eost accounting had been carried out in three of the mills in order to 
determine whether the price at which contracts had been entered into 
■was reasonable or not, but that the results of the cost accounting had not 
been conclusive. Owing to opposition from the industry and to the fact 
that the result of the accounting so far carried out had disclosed a profit 
-of only 10 per cent, to 12 per cent, the matter had not been further 
pursued. The Committee felt that it was possible that as orders under 
the present system were spread over all the mills and it was necessary to 
allow a margin of profit even to the least efficient mills — -it was well 
known that the standard of efficiency in the jute industry varied very 
•considerably — Government was paying a larger amount of profit to the more 
efficient mills than it would have paid had orders been placed iitdei)en- 
.^dently. Though in the absence of a full knowledge of the, facts of this 
complicated question they hesitated to make any recommendation, it 
appeared to the Committee that as only a small proportion of the total 
■output of the jute industry, namely about 20 per cent, was now being 
taken up by Government the possioility of placing independent orders 
might well be considered. 

22. The fact that the Supply Department, like similar organisations 
in other countries, had drawn its staff to a great extent from business 
houses had raised the important question of ‘dual capacity’ or 'dual 
allegiajice’, and Audit had enquired whether any general instructions had 
been laid down regulating the arrangements for the conduct of their 
official duties in such cases. It was stated that the Supply JOepartment 
had issued an Office Memorandum (Appendix XIII) setting out the prin- 
ciples on which men drawn from industry were allowed to retain their 
business connections. Under these orders honorary advisers were at liberty 
to retain all their business connections; part-time officers, whether paid or 
honorary, were permitted to retain their business connections but were 
requh’ed to declare the nature and extent of their bu.siness interests, 
while whole-time executive officers were requhed to sever all their active 
busines‘5 connections and to declare any sleeping interests that they 
might like to retain. These principles generally follo'vved those adopted 
in the United Kingdom and the Committee were satisfied that no further 
orders in the matter were necessary. 

23. The Committee were pleased to observe that the Cost Accounting 
organisation of the Department of Supply, which had gradually been built , 
up, had so early in its existence proved its utility and had saved large 
-sum's of money for Government, of which examples were given* in -oara- 
gi’aphs 26 and 27 of the Audit Keport. 

24. The Committee then reviewed the financial policy followed by 
the Supply Department in order to increase the productive capacity of 
'the country by the provision of financial assistance to 'industry and by 
the setting up of factories on behalf of Government. They generally approved 
•of the principles fbllowe’d 'for providing such assistance but observed that 
'those principles had not been followed in certain particular contracts. It wa# 
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explained that the practical appHcation of the principles that had been 
<lecided upon was still in its initial stages and that, moreover, there were 
a large number of cases in which exceptions had necessarily 'to be made 
in order to meet ipdividual requirements. 

25. With' reierence to thd purchase ot stores from Dominions and 
Colonies discussed in paragraph 30 oi the Audit Iteport, iC wa^ explained 
.that m the initial disorgauibation iollowmg upon the outbreak ot war 
orders had been sent to various Dominions and Colonies for the purchase 
-of stores without the accounts authorities in this country having been 
informed of them. When, therefore, bills for payment in respect of these 
stores were eventually received, it had not been possible to exercise a com- 
plete check in order to determine thals the goods had actually been 
received and that the rates ehai-ged were those which had been settled. 
There was consequently no alternative but to pay the amounts demanded 
on ihe assumption that the stores had actually been received and that the 
rates charged were fair — an as'sumption which at least in the case of the 
most important supplying Grovernment had turned out to be conreet as 
ail its bills were sent after audit by its Auditor General. The system ha_d 
now been brought on to a proper basis and there was no fear of such an 
unsatisfactory state of affairs again arising. 

2(5. The Ooimmttee were pleased to observe that cases of double pay- 
'tneiits or overpayments lor stores purchased by Government, wnich 
were due mamly to the non-observance of the prescribed procedui’e and 
not to any detect in that procedin-e, were exceedingly small, and that 
.even so a simplified procedure had been prescribed for payment. In this 
connection if was stated that delays in payment which had at one time 
assumed serious proportions had now largely been remedied. It had been 
decided that as the main cause of delay was the absence, of consignee’s 
receipts, which again was due to delays in transport, fuU payment should 
be made on inspection and despatch Avithout waiting for advice of receipt. 
Lately, as the wagon shortage had become more acute, and it Avas not 
possible to allow producers to remain without finance, conditions for pay- 
ment had been further liberalised and 100 per cent, payiiients were noAV 
made on' inspection prior to despatch, notwithstanding the possible risk 
•of later substitution, which Avas considered to be small. As for the actual 
4isbui’.sement it Avas stated that 80 per cent, of the bills presented to the 
Controller of Supply Accounts were paid within six days of their receipt 
and, the Committee considered that as that office was noAv paying no less 
than 45,000 bills a month this promptitude in payment was commendable. 

27. With regard to the remark in paragraph 34 that in one or two 
formations the stock verification did not reveal any discrepancies although 
many errors were subsequently noticed in the course of audit of the stores 
ledgers, the Committee considered that this indicated that the verifica- 
tion of stock might in some cases have come to be regarded as a 
formality. They accordingly desired that steps should be taken to make 
the officers in charge of stocks realise the importance of verifying them 
and their responsibility for tbeir custody. It was suggested that this 
unsatisfactory state of affairs might be due to a practice that was some- 
times prevalent of first looking up the figures in the ledger and then 
endeavouring to force the stocks actually present to con'espond to the 
figures in the account books. To remedy IJiis the Committee desired 
that instructions should be issued to the effect that the actual fffiysical 
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verification o£ stocks should be made without refereu^ce to the ledger 
balance and that such discrepancies as become evident should be explain- 
ed atterwards. . 

V 

28. The Committee then Considered the difficult problem of the 
accounting of stores despatched overseas. As pointed out by the, Auditor 
General in a Memorandum (Appendix XIV) presented to the Committee, 
the difficulty arises in the linking ot stores despatched overseas with 
those received at the consignee depots. The present system was ’ not 
satisfactory and the Committee observed that exactly the same difficulty 
had been experienced by the English authorities as evidenced by para- 
graph 39 in 'the United Kingdom Army Appropriation Account of 1940. 
The Military Accountant General, who had had personal experience of this 
problem in Iraq, pointed out various difficulties which would arise in the 
carrying out of the orders issued, and though the Committee were 
extremely dubious as to whether under the actual conditions prevailing and 
the difficulties in transport both by sea and after arrival at the port of 
discharge the system of linking proposed by the Auditor ' General would 
work in practice, they agreed that it was desirable to give it a fair tria3 
and to prevent, if possible, any possibility of leakage of stores through A 
defective accounting system. 
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Statement showing action taken or proposed to he taken on 


Serial ' 
No. 

I Year 
of 

Report. 

Paragraph of 
the Report or 
Proceedings. 

1 

Recommendations or suggestions. 

L , ....... 

; 


1 

t 

Railways. 

1 

1938- 39 

1939- 40 

12-R 

and 

16-P. 

99-P. 

That while the procedure of lump-sum cuts should 
be continued, the proportion of the cuts 
applied should be somewhat restricted. 

2 

1 

1939-40 

15.R 

and 

75-P. 

That great care should be taken before supple, 
mentary demands are presented to the Legisla- 
tive Assembly and that the recommendations 
made in this behalf in the Public Accounts 
Committee’s Report on the Accounts for 
1935-36 should be followed. 

1 

! 

1939-40 

82-P. 

t 

That it should bo made clear to all responsible 
officers that ordinary financial precautions, 
such as taking receipts for transfer of money 
or stores, should not be neglected on any 
ground of secrecy or urgency. 

4 ! 

j 

1939-40 

f 

17-R 

and 

85-P. 

That the justification foi: the amounts paid ' 
to the Chief Miniug Engineer on account of 
allowances for performing extra, duties of 
Chairman of Goal Grading Board and Chair- 
man of Soft Coke Cess Committee should 
be re-examined and that the question whether 
this extra remuneration had been correctly 
classified as fees should bo further investi- 
gated and a report made to the Public Ac- 
counts Committee on the point. 


I 


Education, Health and Lands Department, 

5 

1937-38 

1939-40 

9-P. 

7-P. 

That the Corporation of Calcutta should be 
moved to exempt the Calcutta Museum 
from municipal taxes and with this end in 
view the small charge for admission to the 
' Museum on certain days should be abolished. 

6 , 

1939-40 

5-P. . . ! 

• j 

That the possibility should bo examined of 
test-checking stocks of cinchona bark for 
quality as well as quantity as a safeguard 
against substitution over a number of years. 




Finance Department. 

7 

1937- 38 

1938- 39 

1 

9-R 

and 

29-P. 

41.P. 

That the Finance Department should examine 
whether in -addition to the annual provision 
of Ra. 3 crores fOr reduction or avoidance of 
debt there should not be a separate provi- 
sion for amortisation of Railway debt once 
the first quinquennimn of the Niemeyer 
'Award is over. 


\ 
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recommendations made by the Central Public Accounts Committee. 


Action taken or-proposed to be taken. 


Noted. 


Noted. 


Necessary instructions have been issued to Railway Admirustrations. 


The Committee were informed, that the Railway and the Finance Departments were 
agreed that the original classification by the Auditor General of the extra remu- 
naration as fees was correct but J;hat the amount of the allowance was still under 
consideration between the Railway, Labour and Finance Departments. 


The Corporation of Calcutta were again addressed on the subject of exemption after 
the appeal preferred by the Government of Bengal against the valuation of the 
museum buildings ' was decided. The Committee desired to be kept informed of 
developments in the matter. 


The Committee considered the Memorandum on the subject (Appendix ID) and , ap- 
proved of the procedure indicated therein. 


The Committee considered the note on the matter (Appendix IV ) and desired that 
the recommendation should be persued after the war. 
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Statement showing action taken or 'proposed tg be taken on 


Serial 

No. 

Year 

of 

Report. 

Paragraph of 
the Report or 
Proceedings. 

Rocommondations or suggestions. 




Finance Department— contd.. 

8 

1938-39 

-1939-40 

4- R 
and 

7-R. 

5- R 
and 

27-P. 

That the system of making lump-sum cuts -for 
probable savings should - continue, though 
this may at times load to expenditure in 
excess of provision, and should bo apjdied 
vigorously at the time of the budget estimates 
particulai-ly in the case of now works. 

9 

1938- 39 

1939- 40 

4-R 

and 

40-P. 

9-R 

and 

12-P. 

That the present scheme of the compilation of 
Demands for Grants should continue for 
the duration of the war, subject to the omission 
of Part III. 

, 10 

1939-40 

44-P. 

That the question whether it is not possible tn 
exhibit in the accounts dealing with ‘ Educa- 
tion ’ in Accoimt I in the Grant for Andamans 
and Nicobar Islands the amounts which had 
been spent separately on primary and second- 
ary education and on grants-in-aid to private 
schools, should bo investigated by the Finance 
Department and the Auditor General and a 
report submitted to the Committee. 

11 

1939-40 

8-R ' . 
and 

48-P. 

That the possibility should be examined of split- 
' ting up the sub-head “ Contingencies ” in 
cases where the amoimts appearing imder this 
sub-head are large so as to give a clearer idea 
of the nature of the items on which the money 
has been spent. 




Auditor General. 

12 

1938- 39 

1939- 40 

14-P. 

87-P. 

That the “ Key ” Statement for Railways, pre- 
pared in accordance with the recommendation 
of the Public Accoimts Committee made, in 
1940, should be discontinued and that instead 
the Auditor General should, in consultation 
with the Financial Commissioner of Railways, 
prepare a programme to guide the Committee 
in'^dealLug with the doemhonts which they have 
to examine. 

13 

1939-40 

! 

41-P. 

1 

That the “ Key ” Statement should in future show 
those portions of the Area Demands, ,whicb 
are controlled by Departments other than the 
Departments responsible for the Demand as 
a whole, agamst the Departments responsible 
foT^ the individual sub-heads. 
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recommendations made hy the Central Public Accounts Committee. 


Action taken or proposed to be taken. 


The Committee were informed that the system of imposing lump-siun cuts would bo 
followed as far as possible in framing the budget estimates. 


Noted. 


As the information regarding the amoimts spent on secondary and primary education 
could be obtained at present, the Committee were informed that the point would 
be considered when the occasion for providing such expenditure arises again. 


The Committee considered the note on the subject (Appendix V) and agreed to the 
changes proposed therein. 


A specimen programme drawn up in consultation with the Financial Commissioner; 
Railways, was adopted for this year’s Public Accounts Committee. 


Effect has been given to this recommendation in the ‘ Key ’ Statement relating to the 
Appropriation Accounts for 1940-41. 


S'4: 


Statement showing aclion taken or 'proposed to'be taken on 


Serial 

No. 

Year 

of 

Keport. 

Paragraph of 
the Keport or 
Proceedings. 

y 

^ I 

Recommendations or BuggestioPs. 




. Auditor General — contd. 

14 

1939-40 

8-R , . . 

and 

45-P. 

That the Auditor General should investigate, in 
consultation with the Pinance Department, 
whether a reduction in the, present limit below 
which no explanations are required in the 
Appropriation Accoimts, would in practice 
lead to any improvement in the picture of 
budgeting and control as presented to the 
Committee. 



1 

Oommerce Department. 

15 

1939-40 

1 

72-P. 

That steps should be taken to place the Scheme 
for the Registration of Accountants oh a self- 
supporting basis in accordance with the policy 
of Government. 




Communications Department.' ' 

16 

1936-36 

1936- 37 

1937- 38 

1938- 39 

1939- 40 

12-R 

and' 

111-P. 

8-R 

and 

41-P. 

10-R 

and 

48-P. 

64-P. 

29-P. 

That as the Port of Vkagapatam is likely to 
continue to be a burden on the general tax- 
payer unless the Railway has a stake in .its 
development, the question of handing over . 
the Port to the Bengal Nagpur Railway should 
be actively pursued and a report should be 
submitted to the Connnittee next year. 




Labour Department. 

17 

1939-40 

5-R 

and 

49-P. 

Tliat the programmie for major works for the 
ensuing year should bo thought out with great 
care at the time budget estimates are prepared 
and should not thereafter, in the absence of 
full and adequate explanation, be varied. 

18 

1939-40 

33-P. 

/ 

That larger deductions should be made from the 
sub-head “ Pay of Establishments ” at the 
time of framing the budget on account of 
probable savings in the Demand for Stationery 
and Printing. 

1 

19 

1939-40 

36-P. 

/ 

That the tendency to over-btidgeting, evidenced 
by the number of grants in' which there have 
been savings, should be remedied in future. 




Home Department. 

20 

1938- 39 

1939- 40 

61-P. 

37-P. 

That a copy of the instructions as to the action 
to be taken by the Head of a Department or 
Office as soon as a case of defalcation or fraud 
comes to his notice should be laid before the 
Committee at its next meeting. 
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reiionimendations made by^the Central PrMie Accounts Committee. 


Action taken or proposed to be taken. 


The Committee considered the memorandum on the subject prepared by the Auditor 
General in' consultation ydth the Finance Department (Appendix IV) and agreed j 
that no change in the present procedure was necessary. 


The Committee learnt that the pro-forma accoimts of the Scheme for the Registration 
and Certification of Accoimtants for the year ending March 1941 disclose a net sur- 
plus of Rs. 6,147/8/-, A surplus is anticipated in the accounts for the current year 
also. 


The Bengal Nagpur Railway were addressed on the matter and their reply was that 
they could not consider the proposal till the cessation of hostilities. The Com- 
' mittee agreed to the postponement of the question till then. 


Necessary instructions have been issued to all concerned. 

f 


Noted. 

I r 


Noted. 


The Committee considered the instructions issued on the matter (Appendix VIII) as 
adequate. 
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Statement showing action fahen Or proposed io be talcen pn 


Serial 

No. 

Year 

of 

Eeporfc. 

Paragraph of 
the Report or 
Proceedings. 

-Kocominendatioiis or suggestions; 

f 

- 21 

1929^30 

114-P. . 

External Affairs Department. 

That a decision on the question of the incidence , 


1934-36 

27-P. 

of Persian Gulf Expenditure should he post- 


1935-36 

78-P. 

poned till the end of the war. 


1936-37 

60-P. 


1937-38 

72-P. 



1938-39 

72-P. 



1939-40 

SO-I*. 


22 

1939-40 

60-P- 

Posts and TeUgraphs. 

That a lump-sum cut for probable savings should 

§3 

, 

1939-40 

58-P. 

be made under the head “ Works ” and that, if 
the occasion demands it, the cut should be 
' drastic. 

That, when a reduction is made by the Legisla- 

24 

1939-40 

6-R and 16-P. 

tive Assembly in the Grant -as a whole, it 
should be shown imder a separate^ Abstract 
of the Grant. 

Defence Services. 

That, in order to prevent a further reduction in 

t 


(Military.) 

the supply’ of qualified Accountants, steps 

25 

1939-40 

7-R and 18-P. 

should be taken to declare Accountancy a 
“Key” occupation j that experienced Cost 
Accormtants already recruited for the Army 
should be transferred to the Supply Depart- 
ment j . and that the possibility of training 
young Indian Registered Accountants in Cost 
Accoimting should be considered in consulta- 
tion with- the AdvisoVy Panel of Accoimtants. 

That a report should be placed before the Com- 

26 

1939-40 

(Military.) 

24-P. (Military.) 

mittee on the disciplinary action taken with 
regard to the irregularity mentioned .in 
para^aph 10 of the Audit Reporti , 

That action should be talien to fix the selling 



prices of milk, butter , and Cream sold to the 
troops from" Military Dairj' -Farms so that, , 
while no rmdue profit is made put of the 
troops, the Farms should be made to pay their 
- way..; 

. • ' ■ . _ • 

27 

1936-37 

4-R and 

That the question of simplification of headings in 


1937-38 

16-P. 

6-P. ' 

/ the Defence Budget should , be t taken up 
at the end of the war. when the Defence 


1938-39 

5-P. 

Budget is revised. - . ' 


1939-40 

3-P. 



(Mihtary.) 







retornrmndoAiom rna Gantral- Public Accounts Oommittee, 


. ' Action taken or proposed to be taken. 


Npt^ 


Noted., 


Noted. 


The Ooinmittee considered the action taken in the matter as set, out in the memoran 
dum (Appendix XI) as satisfactory. 


The matter has been dealt with by, the D. A. Di S. in the Audit Report, 1942 (para 
graph 12). , • 


The Committee noted that revised rates'- had been fixed with effect from the 16tl 
March 1942 and it has been: decided that in future the sale rates should b( 
^ reviewed annually when the results of the previous year’s working were known. 


Noted; 
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APPENDIX n. 

Statement Comparing Expenditure with Grants £or 1940^41. 

Expenditure as compared'' 

' with Grant 

Final Grant or Appropriation. 

Number and name of Grant or _ Expenditure. — 

or Appropriation. Appropriation. 

Less than More than, 
granted. granted. 


PART I.— CIVIL. 

Rs. 

Rs. 

Rs. 

Rs. 

A. — Expenditube ohabged 

TO REVEimB. 

1. Customs : 

Voted 

78,30,000 

78,00,176 

29,826 

* * 

Non~voted . 

2. Central Excise Duties ; 

4,55,150 

4,52,740 

2,410 

• • 

Voted 

' 20,98,000 

20,80,734 

17,266 

* , 

Non-voted . 

3. Taxes on Income including 

10,09,862 

10,07,517 

2,345 

, . . 

Corporation Tax ; 

Voted 

78,47,000 

77,68,681 

88,319 

• • 

Non-voted . 

1,43,270 

1,44,686 


1,4m 

4. Salt: 

Voted 

66,87,000 

57,04,432 


17,432: 

Non-voted . 

6. Opium : 

44,84,627 

44,81,817 

2,810 

* • 

Voted 

23,64,000 

21,90,496 

1,73,604 

• • 

Non-voted . 

1,47,922 

1,47,332 

590 

( • * 

6. Provincial Excise : ' 

Voted 

4,32,000 

3,45,968 

86,032 

• • 

Non-voted . 

27,510 

27,510 

• 

• • 

7. Stamps : 

Voted 

27,80,000 

24,43,648 

3,36,462 


Non-voted . 

2,09,300 

1,99,907 

' 9,393 


8. Forest : 

Voted 

6,67,000 

6,88,383 

78,617 


Non-voted . 
9. Irrigation {including Working 

2,93,714 

2,84,547 

9,167 


Expenses), Navigation, Em- 
banlonent and Drainage 

Works : 

Voted 

2,22,000 

1,78,065 

43,936 


Non-voted . 
11. Interest on Debt and 

11,12,469 

V 

10,74,729 

37,740 


Other Obligations and 

Reduction or Avoidance 
of Debt : 

Voted 

92,23,000 

79,86,621 

12,36,379 

, * 

Non-voted . 

10,90,52,800 

11,98,56,279 


1,08,03,479 

12. Executive Council : 

Voted 

1,26,900 

1,28,413 


1,613 

Non-voted . 

4,95,730 

4,95,992 

V 1 

262 

13. Cormcil of State . 

1,46,000 

1,14,914 

31,086 

• » • • 

14. Legislative Assembly and 

Legislative Assembly 



- 


Department : 

Voted 

8,16,000 

6,61,512 

1,63,488 


Non-voted . 

54,300 

1 

* 

54,739 


439'' 



Number and name of Grant 
or Appropriation. 


iiixpenoiture as compared 
with Grant 

Pinal Grant br Appropriation. 

or Expenditure. — — 

Appropriation. 

Less than More than 

granted. granted. 


Bs. Rs. Bs. 

PART I OTVJL—contd. 

A. — ExPEiroiruBE chaeged 
ro Reventte — contd. 


16. Home Department : 

Voted 

Non-voted . 

9,96,000 

21,63,138 

9,68,001 

21,63,497 

27,999 " 

16. Legislative Department : 

Voted 

Non-voted . 

3.66.000 

1.57.000 

3,66,331 

1,56,197 

9,669 

803 

17. Department of Educa- 
tion, Health and 

Lands : 

Voted 

Non-voted . 

6,73,000 

2,14,939 

6,74,308 

2,15,018 


18. Finance Department i 

Voted 

Non-voted . 

6,66,000 

16,47,786 

5,16,600 

16,58,632, 

60,400 

19. Commerce Department : 

Voted 

Non-voted . 

6,43,000 

3,58,006 

5,44,680 

3,54,577 

’ 3,429 

20. Department of Labour : 

Voted 

' Non-voted . 

\ 

4,32,000 

1,80,267 

4,06,865 

1,80,579 

25,135 

21. Department of Conlmu- 
nications : ' 

' Voted 

Non-voted . 

2,00,000 

1,35,487 

1,92,128 

1,35,380 

7,872 

107 

22. Central Board of Revenue : 

Voted 

Non-voted . 

\ 

6,27,000 

2,08,745 

6,20,254 

2,08,222 

6,746 

523 

23. India Office and High 
Commissioner’s Estab- 

lishment Charges : 

Voted 

Non-voted . 

18.79.000 

22.25.000 

19,38,505 

22,31,142 

• . 

24. Payments to other Gov- 
eniments, Departments, etc., 
on accoimt of administration 
of Agency subjects and 
mangement of Treasuries . 

1,14,000 

1,13,426 

' 574 

26. Audit ; 

' Voted 

Non-voted . 

V 

93,83,000 

8,21,200 

90,81,874 

8,30,264 

3,01,126 

26. Administration of Justice : 

‘ Voted 

, Non-voted . 

62,000 

3,28,364 

53,068 

3,26,550 

8,932 

1,814 

27. Police . . . i 

12,63,000 

12,55,808 

7,192 

28. Ports and Pilotage ; 

Voted 

Non-voted . 

' 14,38,000 
9,20,626 

14,35,696 

9,23,222 

2,304 


Rs. 


35& 


1,308 

79^ 

‘io,8U 

1,680 
r • 

*' 31Z 


69,606 

6,142 


’ * 9,064 


2,596 
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tha'ii 


ItoalO®''^ B=cS'adit««- 






iatioo- 


Tjoss 
graTitc'i' 


BB- 


B9- 


B9> 


B3. 


n'S»« 

3,21.00® 

1,66,900 

50.000 

20,33^ 


-»ir^vfiorology • Voted 

31. Non-«o“^ • 

,,. Geo,ogica,S«vcy4„,,d^^^_^ . 

36.^-"“'°®'" • 

36. «»=»•• '• 

,8.Ed»ea«- Y<^»d„,.4 . 

>11 A??icultTi^e : yotcd * 

■,„irgSu«“"' 

4:3. IW cB: Voted 

r for o"" vsESS- 

ET to»d>0 •■ .yotoi • 

^ ® -sion-voK^ • 

■ ■ 


131,000 

^’55.622 

10.44=.000 

74,0^® 

1,-10.000 

1 , 02,020 


1,61.0®\ 

10,076 

3,31.010 

1,67,691 

44,005 

20,691 

1 16,303 

^55,622 


04,000 

• • 

3,65.8;0 

19,66o 

11,110 

81 


76 




2,83,000 
6,44:,000 

o 13,000 

tzo.w’' 


2,18,454: 

6,44,455 


5,005 

10,603 

4,300 

3,305 

3,540 


640 

791 

’ 858 




52 

529 

455 

• • 

16,343 


•*1,988 

91,110 

878 


n 21,000 

’■,33.323 


5 31.000„ 

'^’ 11,862 


2 10,110 

9,52.666 




5 , 10,231 8 ; 29 . 31 ^ 


35,155 

1,000 


128 


1,000 


■ . Expenditure as compared' 

: ; with Grant 

y. -y ■ Final Grant or Appropriation. 

Num^jber and name of Gh;ant , or / Expenditure. — — - — 

or Appropriation. , Appropriation'. - 

■ ' '■-y^ y -- ■ . Less than More than 

. '.y'., .:: '-y:''^-,- y' ' < , ■ . granted. granted. 


/PART I.tr^CIVIL— confd. 

: A./^E^EimiTUBE CHANGED 
i / . TO: EiEvbnue — contd. 

Rs. 

Rs. 

Rs; 

Rs. 

: 45. 'Civil ■Veterinary Services: 

■ Voted 

' 8,20,000 

8,10,615 

9,385 


Non-voted . 

46. Industries ; < 

25,700 

25,477 

223 

• • 

Voted 

8,23,000 

8,22,271 

729 


Non-voted . 

46-A. Scientific ' and Indus- 

450 

421 

29 

• 

rml Research ... 

47. Aviation : ■ 

3,64,000 

3,18,062 

36,938 

• • 

^ Voted 

83,53i000 

78,69,392 

4,83,608 

• • 

' . - Non-voted . 

48. Broadcasting : 

• • 

42 

• • 

42. 

, Voted 

30,41,000 

30,13,430 

27,570 

• 

- Non-voted . 

49. Capital Outlay on 

11,000 

10,868 

132 

• 

Broadcasting . 

60. Indian Stores ' Depart- 
ment : / 

1,000 


1,000 

• 

. Voted 

21,15,000 

19,85,007 

1,29,993 

• 

' Non-voted . 

61. Commercial Intelligence 

and Statistics : 

37,800 

42,862 

* • 

5,062 

Voted 

7,87,000 

7,66,764. 

20,236 


. ■ . , Nori-voted . 

' 62. Census : . 

67,300 

55,204 

12,096 

• • 

Voted 

9,33,000 

8,61,749 

81,251 


Non-voted . 

4,14,860 

4,12,827 

2,033 

* • 

63. Emigration — ^Internal . 

/ 13,000 

11,194 

1,806 


64. Emigration— External : 

"r-r- 


, 


Voted 

1,31,000 

1,27,142 

3,868 

. . 

Non-voted . 

; 2,20,597 

2,18,348 

2,249 

• • ‘ 

66. Joint Stock Companies . , . 

^6. Miscellaneous Departments ; 

1,60,000 

1,56,651 

3,349 


Voted 

6,21,000 

6,16,483 

'4,617 

; , 

. .. Non-voted \ ■ 

67. Currency ; 

59,434 

62,243 


2,802 

Voted 

49,68,000 

48,00,641 

1,67,359 

. 

. ; ^ ^ Non-voted . 

68,. !Mint, : . . ' / 

1,49,600 

1,54,548 

* • 

4,948 

Voted 

48,64,000 - 

48,21,600 

32,400 


'‘.yy_: -_r Non-voted . 

69. Civil Works : •/ 

1,09,900 

1,10,115 


21S 

, . ■,'■■■ ‘ ; Voted, 

> 96,89,000 

93,13,831 

3,16,163 


- . y^N on-voted 

24,75,637 

24,42,194 

33,443 

• • 

60. • Cehtrai Road Fund . i- 

1,73,00,000 

1,64,00,000 

9,00,000 

• • 



92 


ITumbor and name of Grant or 
Appropriation. 


Expenditure as compared 
with Grdnt 

Final Grant or Appropriation. 

or Expenditure. : 

Appropriation. 

Less than More than . 
granted. granted. 



Rs. 

Rs. 

Rs. 

Rs. 

PART I.— CIVIL— conid. 

* 




A- — ^EXPENDIXpBB OHABGKD TO 





Reventje — cancld. 





61. Superannuation Allowances 


/ 


✓ 

and Pensions : 





Voted 

1,10,46,000 

1,01,40,459 

9,05,541 


' Nan-voted . 

1,12,2Q,9QQ 

1,13,56,627 

-• • 

1,35,727 

62. Stationery and Printing : 





Voted 

46,15,000 

42,78,735 

2,36,265. 

< 

Nan-voted . 

60,515 

61,064 

, * 

549 

63. Miscellaneous : 





Voted 

24,42,000 ' 

18,66,389 

5,75,611 


, Nan-voted . 

2,03,489 

2,02,939 

550 


64. Grants-in-aid to Provincial 





Goverrunents : 





Voted 

61,000 

52,700 

8,300 


Nan-voted . 

3,03,00,000 

3,03,00,000 


66. Miscellaneous Adjustments 




between the Central and Pro- 
vincial Governments ; . 

1,62,000 

1,24,054 

37,946 

» • 

66. Delhi : 


Voted 

50,80,000 

50,79,540 

460 


Non-vated . 

2,45,600 

, 2,44,648 

952 


67. Ajmer-Merwara ; 





Voted 

51,53,000 

51,24,313 

28,687 


Non-vated . 

3.12,300 

3,11,734 

566 

, * 

68. Panth Piploda . . ' . 

69. Andamans and Nicobar 

12,000 

12,266 


266 

Isletnds : 





Voted 

39,74,000 

39,48,800 

25,200 


Non-vated . 

1,72,350 

1,72,116 

234 


Staff, Household and Allowances of 





the Governor General 

18,42,301 

19,33,428 

. . 

91,127 

Secretariat of the Governor General 

4,92,190 

4,91,425 

765 


Federal Public Service Oommissian 

4,70,215 

4,68,217 

1,998 


Defence Department 

6,50,700 

6,49,038 

1,662 


Ecclesiastical . . . ' . 

29,40,495 

29,14,006 

26,489 


Payments to Grown Representative 

1,37,72,890 

1,35,34,039 

2,38,851 


Tribal Areas .... 

2,15,97,707 

2,15,05,831 

91,876 


External Affairs 

70,70,598 

70,20,876 

49,722 


Baluchistan .... 

64,34,833 

62,39,718 

1,95,115 

\ 

Department of Supply 

Miscellaneous Expenditure con- 

52,41,480 

50,82,082 

' 1,59,3^8 


nected with the War . 

64,42,195 

67,33,696 


2,91,501 

Total — ^Expenditmre charged to 





Revenue .... 

40,24,61,503 

40,69,72,420 

87,86,381 

1,22,97,298 

f Voted 

16,07,36,900 

16,29,61,642 

78,74,106 

99,047 

-Total'^ 



\^N7n-voted . 

24,17,24,603 

25,30,10,578 

9,12,276 

1,21,98,251 
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■ Expenditure as compared 

with Grant ’■ 

Final Grant or Appropriation. 

Nuntber and name of Grant or or Expenditure. 

Appropriation. Appropriation. Less than More than 

granted. , granted. 


/ 

Rs. 

Rs. 

Rs. ' 

Rs. 

. PART I.— CIVIL— concZd. 


• 



ys. — ^E xpenditure charged to 

CAriTAi:*. 





73. Capital Outlay on Vizaga- 
patam Harbour . 

10,000 

4,075 

5,926 

• • 

74. Delhi Capital Outlay 

15,67,000 

13,21,324 

2,45,676 


j 76. ,Comm,uted Value of Pensions ; 

Voted 

Nan-voted . 

1,000 

—3,5ii,UQ 

—19,49,150 

—10,74,745 

19,60,150 

7,18,645 

• • 

^ ' Total — Expenditure charged 

" ‘to Capital . ’ . 

12,21,900 

—16,98,496 

29,20,396 


' r Voted 

Total 

(^Von-^;o^ed . 

16,78,000 

—3,56,100 

—6,23,751 

—10,74,745 

22,01,761 

7,18,645 



•C. — ^Disbtjesements of Loa2^s 

AND AdVANOES. 


76. Interest-free Advances . 

1,85,22,000 

1,62,01,355 

23.20,645 


77. Loans and Advances bearing 

1 interest .... 

1,43,13,000 

1,39,07,674 

4,05,326 


-Advances to drown Representative 
for Loans to Indian States and 
Notabilities 

s 

16.00,400 

1 ■ 

15,58,271 

42,129 

• • > 

Total — Disbursements of Loans 
and Advances . 

3,44,36,400 

3,16,67,300 

27,68,100 

1 

r Voted 

Total < 

l^Non-voted . 

3,28,35,000 

16,00,400 

3,01,09,029 

15,58,271 

27,25,971 

42,129 

t 

• « 

- Total — Civil . 

43,81,18,803 

43,59,41,224 

1,44,74,877 

1,22,97,298 

' fVoted ' 

Total -{ 

19,61,49,900 

24,29,68,903 

18,24,47,120 

25,34,94,104 

1,28,01,827 

16,73,050 

99,047 

1,21,98,251 




t 

dumber {jjjj u, 

Appropriation 

___ ^sss than M 

— Sranted. than 

Si'&nted. 


■Reventte. °^^ged To 

7n •.. _ 


■Rs. 


— ^ XQ 

■^0. Indian pricv. 

Voted 

^on-voted ' 7i m 

ExPBjj-nrtn ' .^^_^>^^,500 ^ 

70. r’o 


70 n ''^^ged re 

Capital Oiifjri 

^osts and Ind; 

'*• stores j * 

icc“‘S 

72 ,7'^°°'^*-) . -Wevenne 

on Telephone 

i.S.-£~“r^i. 


7»oi,eeo 


‘® the PeJ ' 
^Outside the^^t 
conntj ® -"evenue 

Capitaf(Votedj® . ®^®rgeci to 

otal. -Posts and poi 

a Telegraphs 

I’otal.. 


-^00 n o 

^M,020 .„ „ . 

^*34,980 

^>92,000 

‘^^>249 „ 


•I^OOO 

4,75 


i.OOO 


paet ai._jj^ 

A-Ea.®pj„n«, „„ ®- 

j B. ■B*n!ari,n^°®P To 

““''oPPe-Baa *'b.. . 



/Voted 

. ,, ®-S2,73i 


^»®J,660 


J Pa "^G^D 0-0 

'•*-™-BaariayBoata. 

Voted ■ 

^Gv^ea ie^;A„ ,. ‘ ®>72,9 oq 

-Audit: ■ • ^-eS-SM 

Voted ^*^^,845 

* ^J07,000 

^* 05,000 ^f*®0.779 

^> 0^,472 


Voted 

■^on.voted 


'6,957 

455 

t^,22l 

52s 


95 _ 


t 

TTumber and natne of Grant or 
Appropriation, 


Expenditure as compared 
with Grant 

Final Grant or Appropriation. 

or , Expenditure. 

^Appropriation. 

Less tlmn More than 
granted. trrantod. 


Rs. Rs. ' ' Rs. Rs. 

F/IRT in.— -RA1L\7.\YS— TOM<d. 

» a 

A. — ^ExPi^NniTtaii; cirABGi:r) to 
Rj3VEXT>3' — covtd. 


-3. Rovomie — MiscoIIaneoub Kx- 


pend'tuio : 

Voted 

17,70,000 

7,00,012 

10,69,988 

Non-vote 1 

17,73,000 

17,49,261 

23,739 

o. Ro\’onuc — Payments to Indian 
States and Companies ^ 

3.51,67,000 

3,63,90,155 


•h-A. Revenue — Working Expenses 
Maiiitenivnco t)f Structural 
^Vorks ; 

• Voted 

8,03,25,000 

7,43,52,682 

✓ 

59,72,318 

Non -voted . 

19,08.000 

19, 61. no 

. . 

G-B. Revenue — ^Vorking Ex- 
penses — 3rainionanco and 
Supply of _ Locomotive 

Power : 1 

\^o^d 

18,64,2.5,000 

18,78,64,894 


, . Non -voted . 

9.79,000 

9,63,609 

10.391 

G-.C. Revenue — Working Ex- 

penses — ^]\Iaintenanco of Car- 
riage and IVagon Stock ; 

Voted 

6,42,75,000 

6.08,60,413 

34,14,087 

' Non-voted . 

4,07,000 

4,03,300 

3,600 


>6-D. Revenue — tTorking Ex- 
penses — ^Maintenance of 

Ferry Stoamer.s and JLar- 


bours t 


Voted 

30,32,000 

30,06,053 

25,347 

' Non-voted . 

18.000 

17,703 

297 

'6-B. Revenue — ^Working Ex- 

penses— Expenses of Tr.aflic 
"^Department : '' 

Voted 

10,12,10,000 

10,13,05,722 • 


'' Nan -voted . 

11,77,000 

12,00,771 

• . 

'6-F. Revenue — AVorking Ex- 

ponses-rExponses of General 




Departments : 

Voted 

3,9‘1 ,40,000 

3,94,48,031 


' Non-voted . 

21,66,000 

. 21,25,972 

40,028 

‘8-G, Revenue — AVorking Ex- 

penses . — - Miscellaneous Ex- 
penses : 

Voted 

4,60,35.000 

4,52,25,375 

8,09,625 

Non-voted . 

9.92,000 

9,25,603 

66,397 

'6-H, Revenue — Working Ex- 
penses of Electrical Depart- 
ment : 

A-^oled ' 

.3,91,50,000 

3,62,01,852 

28,88.148 

A'oa-roCcd . 

2,01,000 

2,50,274 

726 


12,23,1»5 


3,170 


14,39.891 


95,722 

23,771 


8,031 
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Expenditure as compared! 

. , with Grant 

Final Grant or Appropriation. 

Number and name o^ Grant or or ' Expenditure, .-r-— — — ' ■ " — ■ 

Appropriation. • Appropriation. 

Loss than Sforotiian 

, granted. granted. 


PABT III.~IlAILWAyS— coucW. 

A. — Expenditure ohaeoed to . 

Revenue — cqncld. 

7. Revenue — Appropriation to 

Depreciation Reserve Fund . 12,06,00,000 12,64,13,889 1^86,111 ,. 

8. Revenue — Interest Charges ; 

Voted . 2,63,000 ■ 2,63,004 ... 


2,63,004 


Non-votcd . 28,71,22,000 28,05,14,877 6,07,123 ■ 

10. Revenue — Appropriation to 

Reserve . • . . . 4,62,93,000 0,30,00,600 . . 1,67,13,506 


JO-A. Revenue Withdrawal 

from Reserve . . , 1,00,00,000 90,12,615 9,87,486. 

Total — Railway expenditure ' 

charged to Revenue , . 1,07,99,90,900 1,08,33,73,392 1,01^24,821 1,95,07,313. 


Total 


Voted , 78,24,64,900 78,65,78,485 1,63.60,787 1,94,80,372 

Non-votcd , 29,75,26,000 29,67,94,907 7,58,034 26,941. 


B. — Expenditure charged to 
Capital. 

11. Capital — ^New Construction: 

Voted 

Non-votcd . 

12. Open Line Works : 

Voted 

No7i-vdted . 


Total' — ^Railway Expenditure 

charged to Capital 


“6,85,000 60,220 0,24,780 

19.000 18,969 31^ \ 

11,16,75,000 9,48,71,129 1,68,03,871 .. 

58.000 56,335 . 1,665 


Total 


Non-votcd 


1 ■ 

11,24,37,000 

9,60,00,653 

1,74,30,347 


/ 

11,23,60,000 

9,49,31,349' 

1,74,28,061 

- - _ - ' 

77,000 

75,304 

; ■ 1,696 


1, 19,24,27,900 

1,17,83,80,045.3,35,65,168 

1,96,07,313 

89,48,24,900 

88,15,09,834 

3,27,95,438 

1,94,80,372 ; 

20, 7 Q, 03, 000 

29,68,70,211 

7,59,730 

■26,941: 


Total 
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Nmnbor and namo of Grant or 
Appropriation 


Final Grant 
or 

’Appropriation, 


Expenditure. ■ 


Expondituro as compared’ 
with Grant 
or Appropriation. 


Less than 
granted. 


More than 
granted. 


Rs. Eb. Rs. ■ Ra, 


PART IV.— DEFENCE SER- 
VICES.* 

A. — ^Expbnditttbe ohaeoed- to 
' Revenue. 


, ,68. Defence Services — Effective — 


Non-voled , 
69. Defence Services — 
Non-effective — 

Non -voted . 

62,43,63,000 65,96,69,000 

8,86,33,000 8,83,95,000 

2,38,000 

3,53,06,000 

Total — Defence Services — 

(Non-voted) 

71,29,96,000 74,80,64,000 

’ 2,38,000 

3,53,06,000 

Geand Totax 

2,61,23,63,203 2,63,13,33,386 

4,89,22,089 

• 6,78,92,271 

rVoted 

Total 4 

. \^N on -voted , 
"v 

1,25,02,90,800 1,22,44,71,883 

1,26,20,72,403 1,30,68,61,502 
(b) 

4,61,79,996 

27,42,093 

2,03,61,079 

4,75,31,192 


*The figures are gross. 

.{a) This amount is more than that given in .Statement No. 3 of Part A of the Finance 
Aooourit of the Central Government for 1940-41 by Rs. 6,66,046 which is composed of (t) 
Ra. 6,66,309 and (ii) Rs. — 264. (i) is due to the fact that credits to Capital for the value 
of assets sold and abandoned in the Posts and Telegraphs Departm ent liave not been taben 
into account in the Appropriation Accounts of that Departm. ent as the Demand was for the 
gross capital expenditure, {ii) is duo io correction made in the Appropriation Accoxjhts 
of the Posts and Telegraphs Department after the Finance Accounts had been finally 
printed. 

(6) This amoimt is more than that given in Statement No. 3 of Part A of the Finance 
AccoxmtB.of the Central Government for 1940-41 by Rs. 263 which is composed of (?) 
Rs. 264 and (ii) Re, — 1. (i) is duo to the correction mentioned at (a) (ii) above and (n). 

SB due to rounding. 
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APPENDIX in. 

^Memorandum on Sovernment ol India’s stock of cinchona bark — Qualitative tfeet-check. 


While examining the stock account of Government of India cinchona bark in 
'Grant No. 33-Botanical Survey for the year 1959-40, the Public Accounts Committe© 
suggested that the possibility of a check to test quality, as a safeguard against sub- 
stitution over a number of years, in addition to a quantitative chock, should be 
examined. 

The danger of substitution can arise only in two ways, (1) by substitution of 
material other than cinchona or (2) hy substitution of cinchona of inferior quality. 
As regards the first, the only possible check is the opening and visual examination 
of a number of bags taken at random from the stock. It would not be practicable to 
insist on examination of all the baga as they are veiy numerous (about 2000 in 
February 1942). As regards the second, it may he pointed out that the quality of 
cinchona bark depends on its content of quinine and other alkaloids. This varies, in 
a plantation, from tree to tree and between different poitions of a tree, and in anj- 
stock of bark, therefore, there will be variation from lot to lot, from bag to bag and 
even between different pieces from the same bag. Tests would therefore serve no 
useful purpose. The determination of the average quality of the stock is also not 
practicable as the detailed weighing, sampling and chemical analysis would involve 
large expenditure. 

, V 

There are how’ever practically no chances of substitution. There is no chance of 
accidental substitution because tl» Government of India’s stock is stored under lock 
ind k-ey sepaiately from the Bengal Government’s stock. Deliberate substitution is 
unlikely, because there arc no local markets for cinchonn, and no source of supply 
other than the Government of India and the Bengal stocks, and interferonco with these 
'toeks. will not benefit any private interests. 

In the eircumstanees, it is considered that it should suffice to obtain a certificate 
from the authority responsible for storage that no substitution had taken place, 
supported by a record of the vi8U,al examination of bark from a number of bags chosen 
.at random. 
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APPSNDir IV. 

Ifote on tbe question of a separate provision lor amortisation of Railway D^t to 
addition to the annual provision of Rs. 3 crorcs lor reduction or avoidance ol 
debt. 


In paragraph 9 of the Hepovfc on the accounts, of 1937-38 the Public Accounts 
Committee suggested that the Finance Department should examine whether in addi- 
tion to the annual provision of Es. 3 crores for the reduction or avoidance of debt 
there should not be a separate provision for the amortisation of the Eailway Debt once 
the first quinquennium of the Niemeyer Award was over. Circumstances have chan^d 
since the recommendation vifas made, in that the Central Government are now having 
to incur heavy revenue deficits on account of war measures Any increase in the 
provision for debt reduction would thus merely mean a corresponding increase in the 
size of the deficits. Though the first five year period under the Niemeyer Award 
expired on the 31st March 1942, in view of the Central Government’s budgetary 
position, the Governor GrSneral has, in exercise of the discretion vested in him under 
Section 138 (2) of the Government of India Act, 1935, directed that in 1942-45 the 
Centre shall rrtaini the same amount from the provincial moiety of Income-tax as in 
1943-42. Also the Eailway Moratorium has with the approval of the Legislative 
Assembly been extended by another year, and the allocation of the' Eailway surplus for 
1942-43 's being made under special ad hoc arrangements outside the Eailway conven- 
tion. In these circumstances, it i.s clearly impossible for the Government of India 
to come to any decision at present as regards a separate provision for the amortisation 
of the Eailway Debt and it has been decided to postpone consideration of this ques- 
tion to a more oiiitalilo occasion. 
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APPENDIX V. 


Note On lurnishing the details of the items imder "Oontingencies*'. 


1 

In sub-paragi'apk 2 of paragraph 8 of Part 1, Yolnme I, of their Report on. the 
accounts of 1939-40, the Public Accounts Committee recommended that in cases where 
"the amounts appearing under the sub-head “Contingencies” were large, the possibility ^ 
should be examined of splitting up tlie sub-head in order to give a clearer idea of the 
nature of the items on which the money had been spent. 

2. The matter lias been examined in consultation -with the Auditor General and 
it has been decided that with effect from 1943-44, the following items should .be 
segregated from the sub-head “Other Charges” (which replaced the old sub-head 
“Contingencies” with the reconstruction of the Book of Demands '.in 1941-42) and 
shown under independent sub-heads : — • ^ 

Name of Demand. , Now Sub-head. 


Stamps 

Mint 

Survey of India . 
Broadcasting 
Tribal Areas 


. Purchase of stores. 

ii ff 


. pureha^'o of Stores and Allowances to Artists. 

. Purchase of Sto res -aud Arms and Ammunition. 


It has been found that in the other Grants and Appropriations expenditure under 
the sub-head “Oliver Charges” either pertains wholly to contingencies or inclnde.s 
.such items of a miscellaneous nature as are not of sufficient importance by themselves 
to justify their separate exhibition in the Appropriation account®. In the particular 
•case of the Aj[>propriation “Tribal Areas” x'cferred to in paragraph 48 of the proceed- 
-igs of the Public Accounts Committee, it has been decided that considerations of 
control, wliich mainly determine the number of sub-headg, do not justify the opening 
of distinct sub-heads for items like “Clothing”, “Maintenance of Personnel” and 
“Transport”. While thei'efore these items arc being retained under the sub-head 
"Other Charges”, it has been arranged that in future suitable foot-notes will be 
given in the appropriation accounts to indicate the extent of expenditure on these 
items for the information of the Public Accounts Committee. As far' as possible, a 

similar procedure vrill be followed in respect of important items in the other Demands 
and Appropriations. 



APPENDIX VI. • 


■memorandum regarding the percentage limit for • explanations ^ of variations in the 
original provision under a sub-head in the Appropriation Accounts. 


In paragraph 8 of their report on the Appropriation Accounts of the Central Gov- 
ernment (Civil) for 1939-40 the Public Accounts Committee suggested that the Auditor 
General should investigate, in consultation v?ith the Finance Department, -whether a 
reduction in the present limit, below which no explanations of modifications in original 
provision under, a suh-head are required to be furnished in the Appropriation Accounts, 
would in practice lead to any improvement in the picture of budgetting apd control as 
presented to the Committee. The Committee were tentatively of the o]3inion that the 
'present limit of 15 per cent, should be reduced to 10 per cent. In making this 
suggestion the Committee also observed that they could not judge whether the ad- 
wantage, if any. gained would be commensurate with the increase of worl; in the 
Accounts Offices which their proposal would involve. 

2. The general result of the investigation which has been undertaken in consuhation 
with the Finance Department is' stated below : — 

"While all modifications in excess of 15 per cent, arc explained in the appropriation 
accounts, important and large variations, ordinarily over Es. 25,000, though falling 
below that percentage limit, are also e.xplained. hlorcover, all variations involving 
questions of principle are now explained irrespective of the limit in accordance with 
the suggestion in paragraph 34 of the proceedings of the Public Accounts Committee 
on 'the accounts of 1935-36. The proposal now made is to add explanations of all 
modifications that exceed 10 per cent. It has been ^calculated that if this criterion 
had been applied to the Appropriation Accounts of the Central Government (Civil) for 
1940-41. explanations would have been necessary under 142 additional sub-heads; and 
although this would' have added only 10 to 15 extra pages to these Accounts its 
effect on work -would have been substantial. This increase of work would have been 
felt not only id the office of the Accountant General, Central Revenues and the other 
Accounts Offices which contribute mateHal for the compilation, but also in the offices 
of the controlling officers who. would have had to collect information from many 
subordinate authorities. 

Moreover when a' Grant is spread over several circles of accounts, modifications in 
accounts of some circles may he below 15 per cent, and therefore, not require an expla- 
■nation, but the aggregate of modifications may exceed the limit, and the Accountant' 
General. Central Eevemies' Office has then to undertake the task of obtaining explana- 
tions from all the circles of account. A reduction in the existing limit will multiply 
such calcs. 

In view of these considerations the Auditor General and the Finance Department 
are both of opinion that there is insufficient justification for a change m the existing- 
procedure. All modifications invol-ving questions of principle are already explained, 
and if the percentage .limit is lowered, the mass of detail which rvill have to he 
furnished in the appropriation accounts as a matter of routine will tend rather to blur 
•than improve the picture of budgotting and control as now presented to the Committee. 
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APPEiroii vn. 

Memorandum on the adjustment between the difleTent branches ^of the Posts and^ 
Telegraphs Department ol the contribution made from revenue to tlie Renewals. 
Reserve Fund. < 


The Public Accounts Committee at tlieir meeting lield on 18lh August 1939, approved 
of the pioposal for the apportionment of the total eontiihution made fropr revenue to^ 
the Eenewals Etservo Fund being made in > the following manner : — ' 

Post Office 10 per cent. 

Telegraphs 60 per cent. 

Tcleidiones 25 jn’i cent. 


Radios 

1 


Total ' 

these percentages are due for review now. 


5 per cent. 


100 per cent. 

1 


2. After considering the actual withdrarvals for the i eplacemeht.s of assets in respect 

of the different branches for the last 5 years, resultant balances left in tl>e fund peitain- 
mg to each branch ..and the rising capital expenditure of each branch', it has been 
decided, rvith the concurrence of the audit authorities, that the lump contribution of 
25 lakhs should be distributed between the different branches in the followfng pro- 
portions : — , , 

Post Office 12 per cent. 

Telegraphs 48 per cent. ' 

Telephones 30 per cent. 

Radios .' 10 per cent. 

It has also been decided tliat these ijerceutages should be adopted for a pciiod of 2 
years from 1941-42, after which the amount of annual contifbution lo Renewals Reserve 
fund will be reconsidered. 

3. At their .subsequent meeting held on 21st August 1940, the Committee approved 
jf the proposal for the increase of the annual contribution to the Renewals Eeseiwe 
Fund from Rs. 23,05,000 to Rs. 25 lakhs for a period of 5 years -with eff'ect frem 
Ist April 1941. This increase is considered necessary on account of expansion of the 
capital at charge. Tire Government of India have* .since inidei taken a large project 
estimated to co.st Es. 8 crores for the development of telegraph and telepnone communi- 
cations. In view of this development the contribution of Rs'. 25 lakhs will require 
re-examination shortly. It is suggested that instead of 5 yeans the arrangement may 
stand for two years and the position rfeviewed at the end pf 1942-43. 
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APPENDIX Vin. 

Letter from the Government of India, Home Department, No. P.-312/ 35-Public, dated i 
the 15th November, 1035, to the Chief Commissioneis, CoOrg, Delhi, Andamans and - 
Nicobar islands and Aden. 


SoBJiXDT : — Dcpartimhtnl v.nqtdry in cnsc*. of fraud and cinbtzzlcmnnt af Goi'ctnmcnt 
money in which Government servants arc involved. 

In the Finance Department letter No. D./243-A., dated the 21st June 1929, general 
principles wore laid down to regulate llic enforcement of respousilnlity for losses 
sustained i)y (Government through fraud or negligence of Government servants. It 
was therein stated (among other things) that it is of the gieatesi importance to avoid 
delay in tile investigation of any ‘•uch lo-is; that, where it Appears that recourse to 
.tudicial proceedings i<, likely to he involved, competent legal advice should be taken os 
soon as the possibility emerges; that, wheio there is a reasonabh* suspicion of frauds, 
or other criminal offence, a prosecution should he attempted unless the legal advisers 
consider th.at the evidence available is not such as will secure a conviction; and that, 
where lo=’s is due to delinquencies of subordinate officials and where it appears that 
'this lias been facilitated by laxity of supervisiop on the part of a superior officer, 
the latter also should he called strictly to account. 

These principles wcie supplcmetited by iiisliuetions contained in the memorandum 
attached to the Home Department letter Ko. F.-517/34-Judl.. dated the 19th April 
1954. Thc.se instructions had special lefeience (o cases in which prosecutions in the 
criminal courts are. or arc likely to be. necessary; and laid down (among other things) 
that, as soon as .a reiisonablo suspicion exists that a criminal oficnee has been committed, 
the senior officer of the departmetit ^ will report to the District Magistrate and ask 
for a regular police investtigation ; and explained the proeedure that should follow the 
investigation. ,, ^ 

2, For convenience of referenct' tlmse two memor,mda are attached to thi<- letter, 
ft is now desired to explain as dearly a^j possible wdiat is neccssaiy to he done in 
the way of deparlmenfni enquiry whore a prosecution is. or is likely to he, instituted. 
Tt has been found that, where fraud or cmhez/.lement of Government funds has occur- 
red, there is a ff'iulency for tlie Imad of the office or department to regard the insti- 
tution of criminal proceedings as .absolving him from the nnpleas.ant and often 
Laborious task of conducting immediately a thorough departmental enquiry. Thi® 
natiu'a! xeluetance may h" enlianced by .an apprehension that an enquiry may prejudice 
the result of the trial in a court of law-. As a result, there has sometimes been 
great, delay in taking departmental proceedings .and the result.s luave been inconclusive. 
The Public Accounts Committee in their report on the accounts of 1933-54 have ,agr''ed 
with the Auditor-General that departmental enquiries should not necessarily he delayed 
nending decision of criminal cases, '.as at ,a later stage the evidence might disappear 
and the departmental enquiry could not he brought to any conclusion at all. 

5. Experience .shows that depailmental proceedin'gs cannot as a rule jiroceed eon- 
cnu'ently with a criminal prosoention. Much of t.he evidence, in a case of fraud oi 
emhe.^;;Iement i^ doenmentary. .,\s soon as the criminal pi’oceedings begin the dnc.i 
ments go to th" court as exhibits, and there they must remain till 'the case is over and 
fif an appeal i.-j fded) till the .appeal is over. But it is et-sential tliaf evoryfbing 
should he done to carry the dep.xrtmental imoceedings as far as po.-isihle hefoie pro 
secution begins. The stage to which departmental proceedings, prior to pro.seculion. 
-shonlr! he taken must depend on circumstances and cannot he precisely defined 
The normal procedure is laid down in Rule 55 of the Civil Services (Olas.sification. 
Control and Appeal) Rules : .and tiie stage whicli departmental proceedings can reach 
raav according to circumst.ances bo any one of the .stages described or implied in th.e 
Rffi" — i-C., the preliminary recording of evidence, the receipt of the delinquent’s 
WTitton statement aftor the framing of a char'ge, the pei’sonal hearing or the enquiry. 

Ti it is intended to proseente. a finding and sentence .should not be rcairded in the 
departmental proceedings till aftor the di.sposal of the criminal ease; hut it must be 
emphasised that the, piooeedings «hould he completed up to the point that can properly 
he reached. 

4. A comrnon type of case i.s that where a number of pcr.sons are invoh'ed one 
or more crimin;illy, and others in such circpm.slances as show negligence, or warrant 
the suspicion of erimin.nl abetment without sufficient proof to justify prosecution, or 
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have similar features which uecessitate a criminal prosecution of one or more and a 
departmental enquiry against others. In such cases the authority has aomctimcs 
neglected to institute -a formal departmental enquiry, or to carry it to the requisite 
stage, before criminal proceedings are taken, with the result that many months latetj 
when the criminal case is over, effective departmental action has been found impracti- 
cable 

5. The general rule should be that in all cases of fraud, embcralement. or similar 

offences departmental proceedings should be instituted at the earlier possible moment 
against all the delinquents and conducted with strict adherence to the Rules up to the 
point at which prosecution of any of the delinquents begins. At that stage it inust 
be specifically considered wbetber further conduct of the departmental proceedings 
against any of the remaining delinquents is practicable; if it is, it should continue 
as far as possible (vbicli will not, as a rule, include finding and sentem-e). If the 
accused is convicted and awarded an adequate sentence, the departmental proceedings 
against him will be formally completed, and the proceeding.s against other delinquents 
continued. If the accu.sed i^s not convicted, or the accused is inadequately punished, 
the departmental proceeding.s' against him will be re.sumed. as ivill also those against 
the remaining delinquents. ‘ 

6. The proceedings contemplated in tbc.se instructions arc those which are regulated 
by the 'Civil Services (Classification. Control and Appeal) Euies. Where action 
taken under the Public Servants (Inquiries) Act XXXVII of 1850, this ordinarily 
takes the place of a criminal 2 irosecution as regards the per.son or persons accused; 
but the piocedure as icgards other ^i^'r^ons involved against whom the Act is not 
emiiloyed .should be in accordance with the instructions given aboye. 


Memorandum from the 'Home Department enclosed with their letter XTo. r.-317/34.- 

Judicial, dated the 19th April, 1934, to the Chief Commissioners, Coorg, Delhi, 

Andaman and Hicobar Islands and Aden. 

In the memorandum circulated with the Government of India, .Finance Deiiartment, 
lettei No. l)./243-A . dated the 21st June 1929, the general princiiiles regulating the 
enforcement of responsibility for losses sustained by Government through the h'aud 
or negligence of indisnduals' wore fully stated. The following supjilcmentary instruc- 
tions are issued for the guidance of 'departmontal ofiicer.s, with siiecial reference to 
cases in which prosecution.s in the criminal courts aie. or ai’e likely to he necessary: — 

(1) .\ll losses of the khid referred to in Article 29 of the Civil Account Code, 
I'olumc I, must he reported forthwith by the otRcer concerned, not only to the Audit 
Officer, hut also to his own immediate official suiieriov. Reports must he submitted 
as .soon as reasonable ground.s exist for believing that a loss has occurred ; they must 
not he delayed w’hile detailed enquiries ,nrc made. 

(2) Reports submitted under (1) above must he forw'arded forthwith to' Govern- 
meut through the usual channel with such comments as may he considered neces.sary. 

(3) As soon as a reasonable suspicioii exists that a criminal offence has been 
committed the senior officer of the dejiartment roncerned present in the station will 
report to the District hfagistrate ’ and ask for a regular police investigation under 
the Code of Criminal Procedure. 1898. 

■ (4) If the District Magistrate agrees that an investigation may he made, the senior 

officer of the department concenied present in the station vdll i(a) request the District 
Magistrate to arrange for the investigation to proceed from day to daj*^, (h) see that 
all witnesses and documents are made available to the investigating officer and (c) 
associate with the investigating officer an officer of the department who is not personallv 
concerned with the irregularity leading up to ihe loss, but w'ho is fully oognirant of 
the rules and procedure of the office in which the los.s has occurred. ' 

(5) AVhen the investigation i.s completed an officer of the department (accoinjianied 
by the officer who attended the^ inve.stigationl must he made available for conferences 
with the authority who will decide whether u prosecution .should be instituted. If it is 
decided not to prosecute, the c.a.sc must he- reported through the usual clianilel to 
Government for orders. 

(6) If it is decided to prosecute, the departmental representative will ascertain from’ 
the prosecuting officer whether, having regard to the engagements of the prosecuting 
•>tau, nml the state of work in the court which would ordinarily hear the case, it is 



-necessary to move the Distiict Slagistratc to make special ar^rangeraents for a speedy 
trial, and will Request the prosecuting officer to make any application that, ho may 
think uecess|iry. 

(7) When the case is put into court hy the Police, the senior officer of the depart- 
.ment concerned ■ present in the station will see that all witnesses serving in the 

department, and all dooiinientarv evidence in -the control of the department, are 
punctually produced, and will also appoint an .officer of the department (preferably 
the officer who attended the investigation) to attend the proceedings in court and assist 
the prosecuting staff. 

(8) If any prosecution results in tlic discharge or acquittal of any person, or m 
the imposition of sentences whicli apjiear to be inadequate, the senior officer of the 
department concerned will at once consult the District Magistrate as to the advisability 

• of insfitutmg further proceedhigs hi levision or appeal as the case may he, and if the 
Di^iviet Magistrate is of opinion that further proceedings are necessary, will request 
him to proceed as he would iii any other case. 

Appeals against acquittals can lie made only under the orders of a Local Govern- 
ment. 

(9) The senifir officer of the department concerned present in the station will see 
that, in addition to the reports required under (]). (2) and (5) above, prompt reports 
are submitted to Government through the usual ohaiinel regarding — 

(a) the commencenient of a jiolice imestigaiioii; 

, (b) the decision to prosecute in niy particular case; 

(c) the result of any piosecui ion ; 

I (d) the decision to piocecd furthei iii revision or .ippeal in any case; 

(e) the result of any proceedings m revision or appeal. 

(10) Notwithstaudiiig anything contained in (2) — (9) abot'c, the senior officer of 
the Department concerned picsent in the station may, if he thinks lit, lefer any matter 

-through the usual channel for the orders of Govenmient before lulling action. 

Note. — Di Delhi, the Superintending Engineer concerned will discharge the duties 
imposed above on the ^senior officer of the Depart me'nl concerned present in the station. 


-A memorandum of general principles to regulate the enforcement of responsibility fOr 
losses sustained by Government through fraud or negligence of individuals enclosed 
with Finance Department, letter No. D./243-A., dated the 21st June, 1942, to all 
Minor Local Governments. 

1. Means should be devised to ensure that every Government servant realises fully 
■and clearly that he will bo held personally responsible for any loss .sustained hy Govern- 
ment througli fraud or negligence on his part, and that he will also be held personally 
responsible for any loss arising from fraud or negligence on the part of any other 
Government servant to the extent to cvliich it may be shown that he contributed to 
the loss by his own action or negligence. The cardinal principle governing the 

-assessment of responsibility in such cases is that every public officer should exert 
"the same vigilance in respect of public expenditure and public funds generally ns a 
person of ordinary prudence would exercise in respect of the expenditure and the 
^custody of his own money. While, . therefore. Government are prepared to condone an 
•officer’s honest errors .of /judgment involving financial loss, provided the officer can 
show that he has done his best up to the limits of his ability and experience, they are 
determined to penalise officers who are dishonest, careless or negligent in the duties 
>.entrust«d to them. 

2. It is of the greatest importance to avoid delay in the investigation of any loss 
due to fraud, negligence, financial irregularity, etc. If the irregularity is detected 
by audit in the first instance, it will be the duty of the audit officer to report 
'immediately to the administrative authority concerned. If the irregularity is detected 
hy the administrative authority in the first instance, and if it is one which should be 
reported to the audit officer in terms of Article 29, Civil Account Code, Volume I, 
he jnjust make that report immediately. Every important case should be brought to- 
the notice of superior authority as .soon as possible — the administrative authority 

•should report to his superior and the audit authority to his superior. Should the 
.administrative authority require the assistance of the audit officer in pursuing the 
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ill V (Obligation j' lie may call On that officce for all vouchei’s and other documents that 
may- be relevant to iiie investigation ; and if the investigation is complex and he needs * 
the assistance of an expert audit officer to unravel it^ he should apply forthwith for 
that assistance to Government who will then negotiate with the audit officer for the- 
sorviccs of' an- investigating staff. Tiiereafter the administrative, aulhonty and the 
audit authority will bo jiersonully rc.sponsible, within their respective spheres, for, the 
expeditious conduct of the enquiry. 

Where account offices exist iutennediai-y between audit and the administrative 
authoritj', thu account offices will discharge the functions jircscribed above for audit, 
but ;i repoit will still be rieccs.'-ary to the audit officer in tenns of Article 29 of Civil 
Account Volume I. 

5. In any case in vhidi it appeal^ that I'Ccourse to judicial proceedings is likely 
to be involved. coriiTjeteiif legal advice should be taken as stxm as the po.s.'^ibility 
emerges. In tho case of losses involving a reasonable suspicion of fraud or other 
criitiinal offence a jno.secalion should be attempted unless tbc legal iidviscjrs consider that 
the ovnhjuco available is not such as will secure a (univiction. The reasons for jiot 
atteniptiug a prosecution should he placed on recoid in-all such (vises. 

4. In cases where lo.s.s is du» io dclin(|ucncics of subordinate officials and- where- 
it appears that this lias Ikoii taeilitsted by laxity of supervision on the part of n superior 
officer, the latter sliould also ho called- striptly to account and his per-:onal liability 
iu the matter carefully assessed. 

5. The ([uestiou of enforeing p(>cuniiirv liability should always be eonsidered as 
well as the (lucsiiou of otlier foms of disciplinary action. In deciding the degree ol 
the officer’s pecuniary liability it will be necessiry to look pot only to 
tile cireumstfince-' of the (.ase but al.so to the financial circumstance.^ of the officer, 
since it should be recognisi'd that the penalt-^- should not- be such as to impaij tho 
Government servant’s future efficiency. 

In particular, if the loss has occurred tKrougb fraud, evoiy endeavour should bo 
made to recoier the whole amount lo.-.t from the guilty persons, and if Inxity of 
supervifdon has facilitated the fraud, the .supervising officer at fault may properly _bo - 
penalised cither directly hj- requiring him to make good in money a .<ufficient proportion 
of tho los-c. or indirectly by reduction or .stoppage of Ins iiicrorneuts of pay. 

it s’nould always be considered whether the value of Government property or 
equipment lost, damaged, or di'.stroyed b}’ the carelessness of individuals entrusted 
with their care (c.r/., a policeman’s rifle, a touring officer’s tents, a factory motor 
lorry, an engineer's instruments) shonkl not be. recovered in full up to the limit of tho 
officer’s cajiacity to jiay. ““ 

6. One reason why it is -important to avoid delay (vide paragraph , 2 preceding) is • 
that in the course of a inolonged invi-stigathm GoYcrnmcnt seiwants who arc concerned 
may ijualify for pension, and it i.s lield that niider tlie 3-ulc.s a.s they now .stand 
(measures to rectify thi.s are under seiiarale consideration) a" pension once .sanctioned 
eannUt bo reduced or withhold for misconduct committed prior tO rc-Urelncnt. It 
follows from this that, as a primary precaution, stejis .should be taken to ensure that 
.an officer concerned in .iiiy loss or irregularity uhich.is the subject of an enquiry, is 
not inadvertently allowed to retire on pension while, the enquiry is in progress, and 
accordingly, wlmn a pensionable Government servant is conccnied in any irregnlarity 
or loss, the authority investigating the case should immediately inform the Aceounte 
or Audit Officer responsible for reporting on his title to pension and the authority 
c-ompetent to sanction pension, and it will be tbc duty of the latter to make a note of 
the information and to cce that pension is not sanctioned before either a conclusion 
is arrived at as regards the Government servant’s, culpability, or it has licen decided 
by the sanctioning authority that the result of the. investigation need not be awaited. 

7. The fact that officers who were guilty of frauds or irregularities have beon^ 
demobilised or have retired and have thus escaped jiunishinent, should not be made a 
justification for absolving tho'-'P who ore also guilty -but who still remain iu service. 
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APPENDIX IX. 

'Sntamaty oi ajjproxiniate Pinancial- Results of Indian State-owned Railways in 1941-42. • 


The latest appro-Kimate figures of revenue and expenditure of Slate-owned railways 
for 1941-42 show, the following results ; — 

Gross traffic receipts amounted to 129*16 crores, or 17*22 crores more than in the 
previous year. 

Ordinary working e.xpense.s (excluding dejireciation) amounted to 60*87 ciores, 
-or 7*86 crorc.s more than in the previous year. The amount .set apart for depreciation 
was 12*68 ciores, or 4 lakhs more than in the previous year. 

> Net traffic receipts amounted to 55*61 crores, or' 9*32 crores more than in 1940-41. 

Miscellaneous transactioiLs ic.^uitcd in a net icceipt of 89 lakhs, or 4 lakh.s more 
than in the previous year. 

The net revenue before meeting iiiteiesv rdiarges v.as 56*50 iiores. "ir 9*56 croies 
inore than in 1940-41. 

The total intcre.st charges amounted to 28*44 croies. or 24 lakhs less than in 1940-41. 

There ivas a .surplus of 28*06 crorc.s against 18*46 crores in 1940-41. Out of tins 
20*19 crores will be paid to general revenues and ilie balance of 7*87 crore.s to the 
railway depreciation fund in partial lepayment of the outstanding loans. 

The app.'*opriation to ihe depreciation reserve fund amounted to 12*68 crores, .and the 
amount withdrawn from that fund was 5*58 crores, which included ti portion of the 
cost of dismantled lines ■written off the capital account during the year. The net 
accretion to the fund^ during the yeat .-tmountod to 7*50 crores. to which should be 
•added 7*87 crores in repayment ^^if the loaii.s. 

The balance tit credit of this fund a.s on 51st March 1942 stand.s at 51*77 crores, 
including 31*21 lakhs invested in brtnieh line shares and .stocks tnul 9 lakhs adv.anced 
to branch lino companies <is loans. Tiie out-standing loaii.s from the depreciation fund 
stand at 22*42 crores. 

The cash balance in the reserve .fund amounted to 6*36 crore.s at the end of 1941-42 
against 5*46 crores at the end of 1940-41. Tlie inctease of 90 lakhs is accounted for by 
the transfer to revenue of the debit adjusted against the reserve fund in the previous 
year on account of the difference between the original cost of certain lines dismantled 
for, shipment overseas and the amount debited to the depi-ecintion reserve fund on their 
account. Reasons for this adju.stmcnt Jire stated in para. 5 of the Explanaforv 
Memorandum on the Railway Budget for 1942-45. Investments from tlie re.scrve re- 
presenting railway shares, etc., have remained at the previous vearV figure of 45 
lakhs. 

The capital expenditure was 6*48 crores, 4*87 i-roie.s on aceount of the pureha.se 
price of the BOMBAY. BAROD.A AND CENTRAL INDIA and ASSAM BENGAL 
RAILWAYS, 60 lakhs the increase iii stores and su.spensc halanees, 30 lakhs on Eniri- 
neering works and 70 lakhs on Rolling Stock. Against this there wa.s a -write off of 
5*67 crores, 219 crore.s on account of the co.st of di.smantlcd lines, 65 lalih.s on account 
of tiho cost of assets abandoned from time to time, ant] 255 lakhs on :i('Conni 
of units of rolling stock s;ent oversea.': without replacement. The net increa.se in 
Capital atr charge was therefore only 81 lakhs.' 

At the end of 1939-40 the liabilities of the railway.s amounted to 66 crorc.s, of 
which 30*29 crores represented loans from the depreciation fund and 35*71 crore.s unpaid 
•contrihutions to general revenues frtim 1951-32 to 1939-40. Although, under the 
•moratorium, railway revenue-s are not yet liable to repay these loans or unpaid ' 
contributions, except the unpaid contribution of 30 lakhs for 1939-40, a payment of 
'7*54 crores was made against these arrears to general revenues in the prcAdous year, 
and a further payment of 15*38 crores w*i11 he made in the year under review. Tliu.c. 
at the end of l941-,42, arrears of conti-ibution will have been paid off to the extent of 
22*92 crores. In the past, there was also an overpayment of 18 lakhs on .account of 
contribution. Aftor adjusting this, the arrears outstanding at the end of 1941-42 are 
12*61 crore.'-. Apart from this, a sum of 7*87 crore:^ will he paid into the depreciation 
reserve fund towards the outstanding loan referred to. The total liabilities of railways, 
therefore, -will ho-w amount to 35*03 crore.s (unpaid contributions. 12*61 crores, and 
•outstanding loan from the depreciation reserve fund. 22*42 crore.s) 
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APPENDIX X. 

Note by the Railway Board on the discontinuance of December and Match Reviewsv 


In July 1936 the llailway Board issued iuthmetions to raihvaj’ adniinistraUons that 
. they should review tlioir expenditure periodically, viz. in August., December niid Feb- 
ruary, and, after their expenditure periodically, viz., in August, December and Fibiuary, 
and,' after making necessary re-appropriations, let the Eailway Board have, by tlie 16lh 
Angust, 15th December and Ist March each year, the latest estimates of their lequire- 
monts. A copy of the instructions will bo found in Appendi.x V to the Report of the. 
Public Accounts Committee on the accounts of 1954-35. 'I'iiese instructions were issued 
with the hoj'e that they would secure a greater control over evpentiitiu’e aiid that, thiough 
‘ periodical reviews, the necessity of additional grants or the possibilities of not savings, 
would be ascertained in time to enable the Board, by setting off savings on one raihvay 
against exces.ses on anotlier railway, to place before the Assembly, at the' earliest 
opportunity, esthnatc.s of the net additional grants required, if any, 

2. The December Deviexrs are received only shortly after the revined yi-Limates end 
generally do not contain any additional information' In fact, the revised eslimate-s 
contain more detailed information - than the December Review’. About the same time 
as March Reviews ’are submitted by the railway admin’stralions, they send their final 
modification ' statements \.-hich contain the same information. The December and 
March Review.s, therefore, involve unnecessary duplication, and their discontinuance 
■will not in any way result in a relaxation of the existing control over expenditure. 
The Railway Board, therefore, propose to instruct Ihn railways not to submit these 
review.? hereafter. The Director of Railway Audit has agreed to this. 
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APPENDIX XI. 

- Memorandum on the steps taken to ensure an adequate supply oi cost Accountants for 

the Supply Department. 


Orders have since been issued by the Civil Defence Department) to National 
Service Advisory Committees and Tribunals that no more Chartered Accountants 
employed by firms of practising Chiutered Accountants should he called up for 
sot \ ice. As regards Chartered' Accountants employed by other firms, and Incorporated 
Accountants, the National Service Advisory Committees will continue to refer their 
ca^e.-> to the Supply Finance Department and the local Commissioner of Income-tax 
before calling them up for Military Service. 

2. An cnqitiry was made from tlie firms of practising accountants if, having 
regard to the duties performed by them they consider it necessary that any of their 
accountants who have already been called up for National Service should be released. 
The replies received showed that no firm wants to recall 'any of its accountants from 
Militaiy Service. 

5. Immediately after recommendations of the Military Accounts Committee \Vere 
made, an estimate was framed of the requirement.^ of the Covermnent Cost Accounting 
organisation in x'espect of Cost Accounts officers required for it. Sti-ns were then 
taken to obtain the services of a few officers from the Auditor General for ttaining 
in coat accounts. It was also found possible to transfer a few qualified Cost Acrount<= 
officers from the Army to the Supply Finance Depailmcnt, An Indian Chartered 
Acconntaui, who is fairly senior in his profession, has been employed as a Cost 
Accounts Officer. The strength of the organisation is con-sideved to be adequate to 
meet immediate requirements. Those who arc under training at piesent will meet the 
growing requirements at least for the next six months cr a year. Constant enquiries 
are nmde to find out, if any suitable Cost Accounts Officers are available from tlnv 
Army or from Civil life. It is essential that the posts of Cost Accounts Offic'”-' 
.should be filled by men who have a fair experience of men and affairs a.« in the cour.se 
of their work they have to deal with all types of Ijusinessmbn occuoying high positions 
in trade and industry. It was not found necessary to adopt a scheme of training young 
Registered Accountants in Cost Accounting for appointment as Cost Accounts tifiRccra 
The steps so far taken are considered sufficient to meet llic requiromcnt.-i as far as can. 
be foreseen at present. i 
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APPENDIX XII. . * 

J^emorandum regarding the excess in the accounts under new main Head 2. 

T 



The Military- .tccounts Committee at its meeting yesterday (3rd of August) asked 
for detailed figures and certain other information- regarding the excess of Rs. 36 lakhs 
under new Main Head 2 referred to. in paragraph 7 of the Financial Adviser’s general 
review oi tliF Appropriation Accounts for 1940-dl. 

This sum is made up of — 

J) Improvement in rates of pay and allowances of troops— 

British ....... 31,39 

Indian. ......' 9,68 

(2) Enhancement of freight rates . ' . 

(3) Savings owing to smaller rise in prices . 


41,07 

48,63 

-,33,60 

56,00 


2. The improvement in the '’pay of troops — ^Item 1 — conhi.s£cd in the case of British 
drooDS in India of an increase of 6 annas per diem with effect from 31st August 1940. 
This* increase followed automatically from the decision of His Majesty's Government 
(announced in August 1940) to grant an increase of 6d. per diem, to all British soldiers 
outside India with effect from that date. The reasons given for this increase weie 
the rises in prices on tobacco, beer and other living expenses generally. 

It 'Was felt that for somewhat similar reasons and also to obviate invidious comp- 
arisons some improvement in the terms of service of Indian troops was called for. At 

the Game time the Government of India were reluctant to increase the basic pay of the 
Indian soldier as this might hayc led to embarrassing demands for similar increases 'n 
the basic rates of pay of civilian services in India. 

It was therefore decided to grant the following concessions to Indian troops : — 

(a) An increase of Rs 2 p. m. in the rates of expatriation allowance; 

(b) An increase of Rs. 2 p. m. in the rates of batta ; and 

(c) An increase in the ration allowance for troops serving in India from 

as. 10 p. m. to Rs. 2 p. m. 

The increase at (c) was considered justified on the grounds tliat the troops in India 
were engaged in intensive training for active service and therefore required some 
addition to their normal diet. These three concessions were sanctioned in November 
1940, and came into force with effect from 1st December 1940. 

3 The- cost of the increases at (a) and (b) under the Financial Soltlemenb fell on 
His Maje.sty’s Government. As regards the increase at (c) the cost is borne by the 
‘ revenues of India or His Majesty’s Government according- as the troops as serving 
within or outside India’s frontiers. The amount charged to New Main Head 2 
represents the estimated effect of this improvement in the terms of service of Indian 
troops serving in India on the normal peace garrison of India. 

4. It will be realised that these concessions to botli British and Indian troops 
could not have been foreseen at the time of framing the Budget Estimates. It may bs 
added that the increase in pay and' allowances have been sanctioned for the period of 
'the war only. 
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APPENDIX XIII. 

Office Memorandum No. E.-72 (8), dated 'the 28th May, 1942, frOm the Supply Depart-^ 
ment, regarding the terras^ of employment of officers drawn from hnsiness houses. 


Tiio Supxjly Department, like similar organisations in other countries, is staffed lo- 
a great extent by officers drawn from business houses whose knowledge and .experience 
make them particularly suitable for Supply work. Hitherto the termes and conditions 
upon wliicb such officers ai-e employed have been settled in individual cases by the 
orders of the Hon’ble the Supply Member. The principles followed have been Similar 
to those adopted in the United* Klingdoni, subject to the recognition of the peculiar 
conditions of India, and are briefly that the arrangements must be such as in the 
last resort the Hon’ble the Supply Member is iirepared to defend, whether the criticism 
comes from the L^islaturo, the Public Accounts Committee, or from the public 
generally. In order that there may be no doubt about the position, and that cases in 
which any misunderstanding exists may be set right, it is now cousidei’ed necessary 
to state the general principles to bo axiplied. 


2. Permanent civil servants are prohibited from “engaging in trade", and their 
whole time is at the disposal of the Crown. The ideal in fact is that a servant of the 
Crown should have one allegiance only, and should be entirely free from any personal 
interest in the decisions which he takes or'' recommends. The same broad considera- 
tions apply to temporary civil servants; and the best possible arrangement is that they 
should, for the period of their eihployment under the Crown, sever their connections 
with their normal work, and receive * remuneration from Government alone. This 
arrangement, is, however, manifestly impossible in many cases, and as the Supply 
Department could not perform its duties without reinforcement from business houses, 
certain relaxations must be permitted. The imx>ortant thing is that the nature and 
extent of these rolaxafions should he recorded njul approved. 

3. The officeis concenied may suitably be classified by the follov/ing categories : — 
(1) Honorary Advise) s who take no decisions and perform no executive functions. 

. These officers arc at liberty to retain their busmess connections; their duties are 
commonly laid down in a letter of appointment which can, if nece-ssary, require them 
to disclose special interest in any matter on which they advise. 


(2) Pait-timc office)& ivhcUicr described us Adtsers or by other desiyaafioni and 
v.dtethe'- honorary or j>aid, who in fact take decisions and perform executive functions, 
though not treated as whole-time members of the Su^^ply Department. 

These officers again are at liberty to retain, their business connections, but should 
be required to declare the nature and extent of their busmess interests, and the salary 
(with commissions, bonu.‘;es. and other payments) to rvhich they are entitled in respect 
of <hem. 

They should also be I’equired to declare in dealing with individual cases the 
extent to which their firms are interested, and to refer any case in which their firms 
are intoiesled to higher authority. 

(5) Whole-time Execuyive U/pceis . — These officers may have been holding paitner- 
sliips or similar controlling positions, or salaided appointments in the businesses fiom 
which they are drawn. They may (a) have severed their connection with their 
businesses entirely; (b) have _ severed their connection with them, subject to the 
expectation that they will^ rejoin them after the war; (c) have retained. some connec- 
tion with them in the form of salary or other jeaymeuts. 

The principIo_ for this categoiy must be that all active business connections must 
cease for the period of the civil employment, and that any “sleeping" intereots retained 
must be I’ecorded and approved. No executive officer should himself decide any case 
involving th'e interests of a firm with which he is personally connected, and in recom- 
mending a decision in any such case he should declare the*nature and extent of .such 
interests. 



(4) Diiectoi's General and Controllers of Supplies are requested to have the foim 
appended (not piinted)^ completed and' signed “by all officers in categoiies, (2) and (3), 
now serving with or under them, whether on the Planning or the Purchase side of 
the Department. Officers in category (1) will be' dealt with by tlie Main Sicietariat. 
The reierence to the officerfe concerned should^ be * personal and confidential and it 
should ’be explained to them that this action is. taken solely to forestall criticism, 
and that there is no suggestion that any officer has abused his position in any way. 
Tlie forms when completed should be handed to the Director Getroral or Controller 
ot Supplies, or to ail officer nominated by him, and should be sent to the Main 
Socretanat for confidential record. They should be handled, by Gazetted Officers only 
and treated as strictly confidential. 

(5) When a new appointment is in question, and the person rec’crnmendcd is in 
category (2) or (3) the recomnrending authority should have the form completed, uith 
the necessary changes in the headings of columns 3. 4 and 6 to indicate that the 
appointment t-o the Supply Departihent is prospective The form should then be signed 
by the person concerned and transmitted to the Maiir Secretariat -with the recomrnerrda- 
tron, ‘for confidential record. 
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APPENDIX XIV. 

Slemorandura relating to the linking of stores despatched overseas on behalf of His 

Majesty's Government. 


1. Under the plan of financial settlement with His Majesty’s Government debits 
for stores issued by Indian Defence Services to overseas fomations are nob laised. 
as the cost of these stores is accounted for in India initially as a charge against the 
Imperial Government. "It is therefore essential that the usual procedure .anplicable 
to the transfer of stores between- formations in India should appty to the.se transfers, 
and the financial advisers and auditors of the forces overseas provided with documents 
which may enable them to link the stores reported as issued from India with the 
receipt entries in the ledgers of the consignee depots overseas. To enable the financial 
authorities overseas to carry out this check, a detailed procedure -for the despatch of 
stores and documents i elating thereto has been piescribed in India. -For brevity as 
well as facility of reference the prescribed procedure is charted in the statement 
attached. The procedure regarding supplies to the United Kingdom is similar but 
the distribution of documents is slightly different. . The consignments to the United 
Kingdom are not .discussed in tjiis memorandum. 

2. It wilL'je seen from the chart that the Movement Control at Port of Discharge 
is e.vpected to receive 2 copies of “Shipping Advice and Delii-ery Notes’’ and of the 
issue vouchers, one copy each being meant for the ultimate consignee. In addition 
the ultimate consignee is to receive 2 copies of issue vouchers (to be receipted and - 
returned to India), and one. of “Shipping Advice and Delivery Note”. The financial 
adviser of the force overseas is also sent a copy of the issue vouchers by the Controller 
of Slilitary Accounts in India. It was expected that all these nvrangeraents would 
enable the consignees to post their Accounts properly and issue receipted copies of 
vouchers to India. The Financial Advisers were also supplied the necessary documents 
to enable them to check up the Ledgers. 

3. It wa.s noticed, however,- that receipted copies of vouchers were nut being received 
in India in a majority of cases. This was accordingly mentioned in paragrapli 36 
•of the Audit Report 1942. 

4. It has since transpired from the report of the officer sent. to audit certain overseas 
formations that the linking of stores issued from various depots in India with the 
receipt entries in the ledgers of the consignee depots in that ai'ea has not been' canned 
out. It was explained that the stores 'issued from the holding establishments in 
India pass through various intermediate organisations namely the transit depots at 
ports of embarkation, the embarkation commandants, the ships, the docks authorities 
at the ports of disembarkation, and the carrying agencies from the docks overseas 
to the consignees. Sometimes the stores detailed in the original issue vouchers are 
“shut out” at the time of shipment for want of shipping space.' There is also no 
guarantee that a consignment will in fact reach the consignee originally indicated 
on the issue vouchers, as operational or other requirements may cause the stores to be 
discharged at intermediate ports, or be transported to new destinations. The issue ' 
vouchers are not only not received by the consignee depots along with the consignment, 
but in quite a number of cases not received at all. 'In other cases, they are too 
late to be of much use in establishing the identity of the consignment already 
received. The volume of transactions handled by the depots and the inadequacy of 
the staff to cope with the work were also put forward as additional reasons. 

5. As no linking has been carried out in the jjast, it is difllcult to say that the 
stores sent from India have in fact been finally brought to account overseas. 

6. The internal check authorities overseas have been trying to solve the problem 
and in close consultation with them a possible method of linking has been suggested. 
The main idea is to exploit the “Shipping Advice and Delivery Note”. The existing 
instructions provide for the despatch of two copies of “Shipping Advice and 
Delivery Note” to Movement Control and one copy to the ultimate consignee. The 
docks authorities are to tally the cargo actually discharged with, reference to the 
“Advice and Delivery Note”, to fill in the “landed”, and the “despatched” columns 
stating any deficiencies, and to forward one copy of the completed Note to tlie 
consignee to enable the latter to link up with his copy. When a consignment' 
received on an "Advice and Delivery Note” is not despatched in full to the consignee 
after it has been landed, the subsequent despatches on the “Convoy Notes” are to 
be prominently linked with the original “Ad'vice and Delivery Note” from which 
the<*e subsequent despatches were “shat out” in the first instance. 
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' the . Quartermaster General in India under which' documents of each oyerseas . consignee 
\ , are . to be placed : in ,a separate enyelope and a special; schedule of documents in each eu- . 

v.elope is to be prepared and handed; ovoy in duplicate ;'tp the' Master-iii- Charge ^ot . 
V-. the vessel./’ ; > ;■■;-•/'•;;; [i/'r '■■■■ :‘- 

,"/• . 9.' As the audit of the overseas formations .in the; area is .no /pnger the responsibility , . 

of .the "Auditor-General of India a copy of . the audit report , describing in/ detail the 
" position referred to in paragraphs 4 to 70 above has also been forwarded to His Majesty’s . t 
; . Audit Officer overseas , who is likely; to be connected with this, audit in future. The 
. action , taket\ mentioned in paragraph. 8/: has also been intiihated to him. 
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cjwmVrxTG THE DISPOSAL OF DOCUAIENTS m COJJNECTIOK WITH 
THE DESP&CH OF STORES OW.BSBAS OH BEHALF OP HIS MAJESTYS' 
’ IMPERIAL GOVERNMENT . 


Tlio organization 
througli wliich fhc 
stores pass. 

Issuing Establishments 
in India. 


'The Charts nj the documents. 


Issuing EstJiblislnn&nts to Port Depot. 


B> Express Post in 
advance of stores 
at least a day 
liefore despatcii 
of stores, A 
copy of Issue 
I'nneher. 


To be )tej>t in By ICxprcss Pfist on the day 
Wneons • udth on which stores are 
bonded over to Railway 
for dcspnteli. 


stores. Two 
copies of Wagon 
Convoy Notes {A. 
B 1/58) describing 
the stores kepi in 
each wagoii. 


(/) Ono copy of Wagon 
Convoy Note for 
each wagon, 

{it) Two fopieg of Con- 
signment Convov 
Note- (I. A. F. 6. 
114:42) for the total 
nuantity of stores 
consigned on that 
day in the different, 
wagons. One copy 
will bo rocoipted 
bock to tlio isfiiiing 
Establislmient, 

(iii) G copies of Issue 
Vouchors {1.^ A. F. 
Z. 2184). 

(if) Railway Receipt or 
P, IV. Bill. 


Transit Depots nt 
Ports, 


Transit Depots to Embarkation Corainauclapts. 


(I. A. F. W. 517.'5). Shipping I. A. F. Z. 2184 (Issue Vouchei) 
Adviee and Dolh'cry Notes. 

7 copies in advance of 5 copies witli stores, 
stores. 

1 copy ATjth stores. 

I'otnl . 8 copies. 

(1 copy retained (Tlio sixth copy retained for 
for record). record). 


Embarkation Com- 
mandants at Port.s, 


Disposal by Embarlyition Comniaridant in consultation with Transit 
Depots for stores despatched to overseas ' destinations other 
than United Kingdom (For United Kingdom the distribution 
of documents is slightly different). 

Travel in the Ships, ' ' | 


c 


Ik 


(I. A, F. W. ol76) Shipping 
Advice and Doliverv Note. 


Ports of discharge 
' • ' " Control). 

.1 ~ Total 


1 copy by quiekosl 
means to Jlfoae- 
rnent Control Port 
of Diacharge, 

1 copy by quickest 
means to Head- 
quarters of Forces 
Overseas. 

1 copy by quickest 
means to ultimate 
consignees. 

1 copy to Master- of 

Vessel in envelope 
for delivery to 
Movement Control 
Port of dfechargo 
to be retained by 
^Movement Control. 

2 copies to Port Depot. 

2 oopie'* for record. 

S Co .>• 


T. A. F. Z. 2184 (Issue Vouchor). 

1 copy by quickest 
means to Move- 
ment Control Port 
of discharge. 

1 copy by quickest 

moans to' Head- 
quarters of Force 
Oversea.^. 

2 copies by quickest 

.means to ultimate 
consignee. They 
are to be endorsed" 
“ For receipt and 
return to Cliief 
- Ordnance Officer/ 
Ordnance Officer, 
Ordnance lYansit. 
Depot, Port of 
Shipment in India . 
J copy to . ■ ■ 




